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THE ECONOMIC JOURNAL 

MAJ^CH^ 1910 

THE NATURE AND CAUSES ’®F THE TAX; EBIOflM 
' MOVEMENT IN THE UNITED STATES.^ 

lN«aU parts of the United States there are men busy’mth the 
reform of taxation. *The “tax reform movement,” in the BQjise 
in which theft tenn is used in this address, is not concerned with 
federal taxation ; it deals with state and local taxation only. Thie 
is because federal taxation is confined within very narrow limits 
by constitutional* provisions intended to restrict the power of the 
fede^ government, and is. furthermore, dictated largely by the 
non-fiscal policy of protection. ConsequenlUy the mam field in 
which an adjustment of taxation to changing economic conditions 
a|ia%li^made is edmmonwealth and municipal finance. 

An examination of the tax reform movement m the United 
States , reveals, it seems to me, the action of many of the same 
forces and the iufinence of*conditions similar to those .which have 
led new fisbal legislation, made and pending, in several 
countries in Europe, and notably in England. The forms of 
taxation are, of course, very different, the frame of government 
fs different, the stage of economic development reached is dif- 
ferent, but ,th6 nature and causes of the depand for a change 
, in th^ methods and subjects of taxation are not dissimilar.^ 

The forces and conditions which have led to the tax reform 
jpovemeirt in the United States are somewhat more easfiy appre- 
hended tMn thoSe which have given rise to analogous move- 

' ^ lift tsbiicUpBest an A4dnas 4eliv«nd before the Bo]«l pieonomie SooUfy 
iO, 190% The authot is Frafeuor oi Xlnanoe 

' ■ a44ta(a flealy with Ametioan tax reform move^ient oalf. BiA U the 

aesm^oa ««»n»ot that thb is Imt resolt of wUlely pterailing ioroei 
Q^iidiUoaS, the beatlaK that what is said may have on iBiitopean legidation 1 |{I 1 he 
aj^arent vithtWanir direct effort to point it out. ^ 

’ Her. XX. " ‘ B 
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merits in Europe. The reasons for this, briefly stated, arc : first, 
the comparatively greater siiuplicity of property rights, such 
rights being less cumbered by historical remnants of different* 
systems, and, especially, the absence of a tenant class ; s^ond, the 
' coinparatively greater simplicity and uniformity of social con- 
ditions, and the absence of sharply sundered social classes, so 
that tax reform is not confused by class issues ;^third, the more 
recent and more rapid growth of essential economic differences 
between different groups of citizens, it being but a $cant half- 
century since that practical uniformity of economic well-being, 
from which our democratic form of government sprang, began to 
disappear; fourth, the greater ' ease' with whicji, under the pre-*" 
vailing system of representative government, changes can be* 
rhade, or proposed, and ei^periments tried; and, fifth, although 
this ,may seem paradoxical , the great ease with which tax-evading 
interests, can entrench themselves against attack, both within 
the rc^prescuitative assemblies and behind the “sacred rights of 
property.” ^ 

Contrary to the commonplace view, the tax reform movement 
in the United States does not arise from the necessity of raising 
additional reveruK* to nu'et the increased cxpeuiditurc of govern- 
ment. There arc f('w parts of the United States in which there 
is any serious difficulty in making ends meet in government 
housekoej)ing. This is especially true when'- the tax reform 
movement is most vigorous. The aim of that movement is to 
change the incidence of taxation, rather than to increase the 
revenues. 

The vivifying causes of thi^ tax reform movement in America 
are of two sorts. The first is the ethical or intellectual convic- 
tion, voiced ill the writings, and, one may say, the preaching, of 
some of the most influential economists, that the present system 
of taxation has boeoirun with the passage of time, unjust and 
unequal. This doctrinaire propaganda of tax reform has been 
very potent, and considering the great personal sacrifices that 
have been made for its sake has somewhat the aspect of a. 
crusade. 

•But it is doubtful whether this teaching 'jjvould have borne 
the fruit it has had it not been that the economic development 
simultaneously brought about changes which were inevitably 
boiihd to affect the tax system. This, ‘then, "is the second cause.^ 

I 

^ The suggestion recently made by the noted ebonomist Prof. A. T. Hadley, that 
possibly the time has come when the “ .sacred ‘tights of property ** should be modified 
In tlA» intoresi of social well-being, has a very distinct bearing^on the proble^n 
of taxation. * < 
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There grew up outside the existing tax system, or largely odtside 
,of it, great un taxed or uncl^rtaked resources. These resources 
consistei either of new forma of wealth not covered by the old 
definitions of taxable property, or of masses of wealth hel(i*in^ 
new ways which lent themselves to tax evasion. These resources 
were for the most part in the hands of the great public service 
corporations, and of the so-called industrial trusts. Examples of 
those are furnished by the increased values of the properties, and 
more esptlc*ially of the privileges, of railroads, street railroads, 
light, heat, and power companies, and the like; the increased 
earning power due to the economies of combination and monopoly 
^n every form ; and the increment in value of natural resources 
*other than land, such as mineral deposits, water sources, reservoir 
sites, &c. In economic character t!iis is closely analogous to 
the increment in land values. It is an unacknowledged merit of 
the much-abused general property tax that it automatically 
extends to cover the “unearned increment of land values’* and 
equally automatically contracts to give relief for any undeserved 
detriment.^ But the resources just described were not taxed in 
the same way. The effort to force them to pay taxes, together 
with the attempt to regulate the powers of the corporations owning 
them so as to lessen the danger of the antithesis between private 
advantage and social progress in well-being, have, to use the 
current phrase, “forced the corporations into politics.” This 
has resulted in a very interesting change in American political 
life, the full significance of which is not yet apparent. The repre- 
sentative system by which the whole country is governed — the 
theory of which is one man one vote, and an equal number of 
voters for each representative — ^requires for its equitable working, 
substantial equality of economic well-being among the people. 
But with the growth of great inequalities in wealth, and especially 
with the growth of great aggregations of wealth entrusted by the 
many to the control of the few, this simple representative system 
undergoes a transformation. The success of those in control of 
great aggregations of wealth in obtaining more than their fer 
capita representation, and even an undue voice, in government, 
is a subje<st for serious concern. ^ But whether for goofl or for 
ill,»a change has come. Our government is no longer representa- 
tive of^individuals as^units, nor of the geographical groups whi^JL 

t • * 

^ Most of the states are forbidden by their constitutions to make any commuta- 
tion of taxes. Such a commutation as that of tho English land tax in 17^)8 
is impossible. * 

# This addresst^as, of course, nothing to do with the political corfuption wtloh 
has too often accompanied the trans{prmation. * 

B 2 
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constitute tbe voting districts, but are representative of various 
ecjonornic groups. This is reflected in common terms: ‘,‘the^ 
{armors’ vote,** “the labour vote,” “the city vote,** “the corpora- 
tion influence” “the octopus,** “the organisation,” and others; 
’noi\e of which, in the last analysis, designate, social classes, or 
political groups with party policies, but suggest, rather, more or 
Iciss sei>arabl(‘. economic masses. Tht^y designat<^. units of repre- 
sentatioii compounded, as it were, of men and their economic 
resources. There is nothing in this change necessarily* surprising 
and nothing necessarily corrupting. Great ecomonic resources arc 
always a source of power and always have gained, and always 
will gain, recognition and politi'cal representation. That the efforf 
wull be made to use the political powers once it be won, to further 
increase the economic resources from which it draws its strength 
is aiso inevitable. Only the moral uprightness of the people will 
prevent abuses. The tax reform movement in this aspect is part 
and ))arcel of the great struggle to maintain an equitable balance 
between private advantage and the “greates5fc good of the greatest 
number.’* But to one in the midst of the contending forces it 
is a})t to appear as the struggle of those who pay taxes under the 
old system to compel the holders of the new resources to bear 
part, of the burden — a sordid battle of selfishness on each side, 
the only redeeming^ feature of which is the battle-cry, “equal 
taxation,” furnished by the doctrinaires. 

The tax reform movement in tlie United States is widespread 
and vigorous. Addresses, newspaiw articles, magazine and 
journal articles, essays, books, reports, official and unofficial, all 
relating to taxation, are jxiurcd forth in a steady stream. Associa- 
tions for 'promoting tax reform have been formed in many 
places, and national, or international,^ conventions are being held 
annually. State legislatures are investigating, and many profes- 
sional and ox-officio commissions have been appointed to aid 
them. Ill 1907 forty-one states and territories, out of the total 
of flfty-onc, held legislative sessions, and all but two,“ both of 
which have since done so, rnadc changes in their laws relating 
to taxation. The following year the other ten states also amended' 
thbir tax laws. That is, within a period of two yearsjjractically 
every state and territory made some change, great or small,, in 
^ its revenue system ! The greater part of the changes anal most 
oflEhe proposals are conservative in character! Birfc hpre and there 
radical suggestions come to the surface.^ Thus, to cite an extreme 
example, the new State of Oklahoma has started on its career 

c 

® Bhqdo laiand and South Carolina. 


he, including Canada. 
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with ii graduated income-tax of a highly inquisitorial character, 

*a ednfi^atory tax on large lafid noldings, and an inheritance tax 
wj,th rates so sharply progressive that they reach 100 per centf 
at'$95,000, for strangers in the blood. It is safe to assume l^^at, 
these drastic measures will be short-lived. The kaleidoscopic 
character of the changes in this field of taxation makes it a 
fascinating, although a bewildering, study. The eighteen-month 
intervals between changes hardly suffice to read the new laws 
enacted by the fifty-one legislatures, and no one has ever suc- 
ceeded in following the changes in the thousands of cities with 
ynore or less independent taxing powers. 

Most of the efils in the tax system of the United States arc 
found in the general property tax,^ ar^ the aim of the tax reform 
movement is to cure theip in that tax. New taxes are not aiilicd 
at. The sole exception is the development of the inheritance 
tax.^ ' 

The general property tax is the largest single source of 
rovenuo and -is universally regarded as the tax for all purposes. 
Then', is no state in the union in which it does not exist, at least 
as a tax for local purposes, although there are six states in which 
it is not used to. supply revenue for state purposes. Without a 
single important exception, it is us(h1 in every city, in every town 
or its counterpart in local government, afid in every school 
district, road district, or other kind of district. This tax was 
in its original conception a direct personal tax for local purposes, 
a means of apj>ortioning neighbourJiood charges among neigli- 
bours in pro{X)rtion to their estates. It lost in part its local 
character when, after 1840, the states began to draw upon it by 
way of rates additional to the local rates. It gradually lost its 
personal character also. The t(‘rm “property,’' as us(^d in the 
tax laws, has lost, as nearly as can bo, all relativity of meaning; 

1 For the sake of brevity it is assumed that the reader is familiar with the 
framework of the American Government and with the existing tax system. Excel- 
lent descriptions of the government can bo found in Fiske, Civil Govcrrmient in the 

• United States, and Bryce, American Commonwealth. An attempt to outliisio the 
. tax system and to describe the throe or four types of the General Property Tax will 
be found in the third edition of Plehii, Introduction to Public Finance, publish©^ in 
October, laOf (the study of the types was not in the first nor in the second editions). 
Fpr details concerning the Revenue Laws consult the present writer’s contribution 
to th^ji Special Report of the United States Census Bureau on Wealth, Debt, and 
^faxatmi, 6W-828). « For a detailed analysis of the rereiptti^^a ’ 

expenditures o4 the different di,visiou8 of government, *see the tables given in the 
Specifil Census Report just referred to. On municipal finance the Census Bureau 
publishes a report every two years. ^ f 

2 For a description of the rapid growth of this tax soe Max W^at, Inheritance 
'Pax, now oditioS, 1908, and the articles in the Quarterly Joumc^l of Eco^wmics, by 
Huebnor (August, 1904), and*MiUil (February, 1906). 
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it no longer necessarily implies an owner, and is very nearly 
synonymous with “substances ” ir “things.** As it stand^ tio-day, 
the general property tax is a tax on all the “property,** irre- 
^speqtive of ownership, within the territory of the taxing 
autlK)ritics, except such as may be expressly exempted for reasons 
of public policy.^ 

The tax reform movement deals separately \fith two phases 
of this tax — first, with its administrative shortcomings, and, 
second, with its substantive shortcomings. * 

On the administrative side the greatest difficulties have been : 
(1) to secure a uniform valuation of property in the different 
' assessment districts ; (2) to obtain a uniform valuation of different 
classes of property ; (3) to ensure that alf items of taxable property 
are 'entered on the tax rolls. The first has become serious, 

> wherever the state taxes constitute a large proportion of the total 
levy. The remedy here applied has been central boards of appor- 
tionment, or, to use their legal name, “boards of equalisation.** 
These are gradually developing into centra! boards of control, 
with power over the multitude of local assessors. They may in 
time deprive the local assessors of all discretionary powers. The 
second difficulty has been met by central boards of assessment 
or valuation for those classes of property which the petty local 
assessors find most hUrd to value (c.g., railroads). The tendency 
is to merge this sort of a board with the first. The third difficulty, 
which is greatest in the South, has been overcome by so-called 
“back-tax commissioners,’* which liave also a strong tendency to 
grow into boards of central control. To sum up, we may say that 
the tax reformers aim at central control to remedy the evils of 
the scattered and originally extremely localised administration. 

There are two controlling reasons for this growth of central 
control. The first is the obvious fact that inequalities between 
districts become very seriously unjust when large state taxes are 
to be levied. The second is niore closely connected with the 
substantive aims of tax reform. It really is an effort to bring 
new 'forms of property under taxation. The railroads afford the 
best of many possible illustrations, because their property lies 
scattered‘in many townships or tax districts. The locSii assessor 
may know all about the value of farm lands in his little town, 
*Aiidj)Ught to know how much a hog, a cow, oi: a chickm is vfcrth. 
But he can hardly bo expected to knoY the valub of six milcs*^ 
of railway track, part, perhaps, of *^a great transcontinental 
system. As lie stands looking dowrfthe track, perspective brings 
^ For the*exemption8 seo the Census volume^ above referrSd to. 
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the rails together in a vanishing Mint, and at that point, for him 
•at least, tthe value vanishes filso. Such properties can only bo 
valued as* a whole. The application of the so-called “unit rule^ 
necessitates a central board. In most states this is an acc^-^ 
plished reform. But there is still much to be done ; the principles 
of valuation are by no means clear. 

On the sub^antive side, regarding the content of the tax, 
there are three elements to consider : (1) the situs of taxable 
property ; X2) the time when the amount and value shall be taken ; 
and (3) the sorts of property taxable. So far as real estate is 
^concerned, the place concept presents no difficulty. But when 
it comes to personalty, especially of the intangible kinds, there is 
*8till much trouble, as no 51ear principles of inter-state or even of 
inter-district comity have been developed. Originally the •tax 
laws followed the legal theory that personal property takes the 
situs of its owner’s residence. This rendered evasion easy. 
To-day the general practice is to tax personal property wherever 
it may be found, irrespective of the residence of its owner. More- 
over, it is now almost the universal practice to treat legal persons, 
corporations, as tax-payers, and to ignore the separate interests of 
the physical persons whose property is entrusted to the 
corporations. 

The time element, the date to which the assessment refers, 
is usually fixed so as to work the practical exemption of the 
current products of land and of industry, and when not so fixed, 
these are expressly exempted by law. This strikingly illustrates 
the prevailing American conception that the property tax is based 
on estates or capital. That, which is won by the sweat of the brow 
is held to bo sacred from taxation until after saving* has turned 
it into capital. This view is the reason why wc have never had, 
and 1 believe we never will have, a complete direct income-tax, 
except as a war measure. The occasional doctrinaire advocacy of 
an income-tax finds little or no response in the breasts of 
American citizens. 

As to property included, the usual definition is “all property, 
real and personal, in the state, not specifically exempt.** Here 
the efforl^ of th® tax reformers have been directed mainly to 
e|:panding the old accepted meaning of these terms, as crystallised 
and f)S8ifie<i in practice, so as to make them cover the n^.w , 
Resources wjiicfc have developed. Here the; battle has been with 
the rigidity of customs and the conservatism of the courts. 

The greatest practical difficulty is with the valuation V 
property. 'She criterion of value is almost always* the selling 
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value, and rental values are rarc^ly considered even in arriving at 
the selling value. It is safe to say that not 1 per cenji.’of “the. 
a'ssessing officials is familiar with the concept that capital value 
rfio^mds upon annual value. There is practically no tenant class 
in the United States. Agricultural land is for the most part 
cultivated by its owners ; a man is a tenant only temporarily, 
and always expects to become an owner. City fends are rarely 
rented, and the usual house lease is for one year, rarely over five 
years.^ Lands change, hands with great ease, and 'sales are 
frequent. Approximately how much land is W'orth per acre in 
the country, and how much per front foot or per square foot in, 
the cities at purchase is everywhere a well-kiiown fact. Con- 
siderable tracts of unused lapds exist whose selling value is deter- 
min'ed by prospective use. But the use, of selling value, instead 
of rootal value, introduces an element of uncertainty. A great 
deal must be left to the discretion of the assessor. Nothing like 
the certainty of Schedule A of the British property and income- 
tax can be achieved. Great as this difficulty is in the case of 
land, it is infinitely greater in other cases. One of these must 
serve as a- sample. 


As already stated, corporations arc subject, to the general 
property tax, and are to be treated as nearly as may be just as 
natural {versons would be. But the great difficulty is to deal with 
that intangible increment of value not represented by an original 
money outlay for materials and labour. By straining the original 
meaning of the term j)roirerty there has been created a class of 
taxable propt*rty most frequently called “the franchise,” some- 
times the “corporate excess,” or often simply “intangible personal 
property.” 'A single illustration will serve to make this con- 
ception clear and will rehearse at the same time a bit of tax 
reform history. Jn Michigan, years ago, railroads wore taxed on 
the basis of gross earnings. The farmers, who had various 
grievances against the railroads, wanted to know whether the 
taxes so paid were “equal” to those paid on farm lands. A 


commission was appoinhid, which hired engineers, and after 
spending several hundred thousand dollars in making an inventory 
of the rads, ties, cuts, fills, bridges, cars, locontotives,‘and every 
other kind of physical property owned by the railroads, reported 
value so low in relation to the known parning value «f the roads 
as to be absurd. Thqn they called on Professor 1H..C. Adams,* 
and he added together the market value of the stock, bonds, ‘and 

„ MaVand, Delaware, and Permeylrania 

thf raTe**"” exi'options to proye 
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other securities representing the property, and, where he could 
not get Jihe market value, eapitalised the earnings. From the 
grand total thus obtained he deducted the value of the physical 
properties as previously ascertained by the engineers, and repofted, 
the difference as* the value of the franchises. Then the farmers 
tried to make the roads pay taxes at the same rate as other 
property, on tHo total valuation. 

The legal theory, developed with many a refinement in many 
battles iif court, is that this ‘"excess” is the value of a class of 
property called the franchise. The courts have defined franchises 
as “special privileges conferred by government on individuals and 
which do not belong to the citizens of a country by common 
right.” They further dbfine them^as property and as taxabje 
property. It will readily be seen that the value as ascertafined 
by the method shown in the illustration covers not only the walue , 
of the special privileges but also large elements of economic rent, 
goodwill, and what the Germans so aptly indicate by the term, 
conjunctur. Gewnnn,” together with the value of organisation 
(the value of a going concern), all rolled into one indistinguishable 
mass. 

Among the three or four franchises, which according to the 
legal theory may vest in a groat corporation, the most interesting 
arc the “special” ono^s, so called because^ 5hey must be exactly 
defined whenever conferred. The New York tax law describes 
some of them in language which recalls to mind the com- 
mandment concerning those things we may not worship : “All 
franchises, rights, authority or [xumission to construct, maintain, 
or operate the same” (referring to railroads, street railways, 
mains, pipes, or tanks for conducting steam, fieat, water, 
oil, electricity, or any proiierty or substance^) “in, under, 
above, upon, or through any streets.” These special franchises 
have often turned out to be very valuable, more so than was 
anticipated. To include them among the taxable property was 
a great triumph of the tax nfform movement. But the battle is 
only half won. They do not always stay taxed, and, what is 
worse, although they grow more valuable from year to year, yet 
the increment ol value does not show on the tax rolls. *Tho 
(Remand of the tax reformers at present is that this class of 
property sj^all be assessed by men of bigger calibre than, the* 
•average, ^tty, local assessor, and, whe^iever possible, by a 
mathematical rule which. will allow the assessor very little dis- 
cretionary power. One suggestion, for example, is that railroads 

^ Note that ** property “ substanco ” are coordinate terms. 
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and similar enterprises shall be taxed on gross earnings. 
Wisconsin has made a conspicuous success with a boar^ of big 
nnten, Minnesota has both the big board and the inathematical 
^uld^ and is happy with the results. New York and Pennsylvania 
are doing well with the mathematical rule alone.. 

One of the favourite phrases of the tax reformers is, “separa- 
tion of state from local taxation.” This means Hhat the state 
shall seek sources of revenue not drawn upon by the cities, towns, 
and other minor divisions. It is a reassertion of the old*rule that 
surtaxes are bad. In states where the amount of state taxes 
levied is small compared with the total tax burden, separation 
can be accomj^lished by reserving for the state certain of the 
miscellaneous revenues, such as the irfheritance tax, taxes on 
corparaiion charters, the commutation taxes in lieu of military 
^servioe, some of the general license or permit fees, and a number 
of others.^ The general property tax is there left entirely for 
the use of the minor civil divisions. In other states it involves 
taking away from the local divisions part of tlio general property 
tax — that is, depriving them of the right to tax certain classes 
of projxTty. This plan can be illustrated by the proposal now 
before the voters of the State of California. In that state the 
inheritance tax and the taxes on insurance companies are already 
reserved exclusively f^r the state, which also receives part of the 
poll taxes. In addition thereto the state has been collecting 
about 50 cents per $100 of assessed valuation on the general 
property tax. The total state and local tax rates average about 
$1.50. About 1 p('r cent, of the tiue cash value of property is 
taken for taxes. Eoughly speaking, the state takes one-third 
*of the tax on property. It is now proposed that all the taxes on 
railroads, street railways, car companies, express companies, 
telegraph and telephone companies, light, heat, and power com- 
panies, and on banks, except the taxes levied on the real estate 
of banks and on the non -operative property of the other classes 
of corporations named, shall be exclusively for state purposes. 
The Jiemainder of the general property tax is to be used for local 
purposes. The idea is that all property of a general character, 
not having a strictly local habitat, shall be taxed by th^ general 
government only, all localised property by the localities only, 
jrh^first advantage claimed for this plan is tjiat it afcg)lishe^ the 
necessity for “equalisaiiion ” between distijicts,a souil 3 e^)f constant ^ 
irritation. If there be no state tax to* apportion, it is a matter 

^ Connecticut affords an excellent example. See Census Report above cited. 

® tSIs irritatibn is sa great that there is a movement to dividt the state intd 
two parts, all on account of dissatisfaction with tl^ action of the State Board. 
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of indifference whether the assessment of property in different 
Jocalities^be equal or not. The second gain hoped for is that the 
classes of property selected for state taxation can be more fairly 
and adequately taxed. It will be easier to treat them unifori^ly, 
and to apply the Vunit rule ” when they arc taxed by one authority 
than when they are taxed by fifty-nine counties, several hundred 
cities, and several thousand districts. Moreover, they can be 
taxed by methods not involving a valuation of property, as, for 
example, t>n gross earnings, at rates which will result in imposing 
a burden approximately equal to that which falls on other 
property. This is only one of the many ways in which “separa- 
"^tion ” can be wonted out. Each state is working along different 
lines, each according to its own traditions and conditions. 

Only one other phase of the tax reform movement remains. 
This deals with the apportionment of revenue between localities. 
There is a tendency for localities to claim an inalienable right 
to all the taxes on all the property within their boundaries. For 
example, cities claim the exclusive right to tax railroad terminals 
and thus bleed the rural districts. Sparsely populated local 
districts claim all the taxes on long stretches of railroads, and 
thus establish a sort of toll on passing commerce. A striking illus- 
tration of this is afforded by the rise of the great power plants, 
a growth of the last five years. Men have gone up into the un- 
inhabited mountains and appropriated great watersheds and 
reservoir sites. There they have built dams, impounded the 
waters and turned their flow into electricity. Then they have 
strung wires in all directions, over hundreds of miles, forming 
great cobwebs over the country. Aside from the legitimate returns 
of their activities for the blessings they bring to’ town and 
epuntry,^ they have garnered groat ‘‘increments of value,” to 
which the term “unearned” may well be apydied. So far they 
arc taxed almost exclusively in the localities where the plants are 
located, and as these communities are small, the taxes are 
infinitely small in comparison with the resources of the companies. 

• It is a question not merely of adequate taxation but of the appor- 
tionment of the tribute. The solution offered is that all these 
taxes shfldid be ©ollected by the central or state anth(5rity "and 
apportioned on the basis of local needs. 

Thus, I see it, the tax reform movement is only one phase 
^f social prpgfess, a rcsi^ft, and in so far ^s it succeeds, a most 
potept cause, of great economic changes. No law changing the 

* * They even nave the farmer^s wife the drudgery of ohu ruing, Sfto U, S. demus 
Bmeau B^orts on Electricaldndu^trm, 
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tax system can bo called a mere “money bill” in the sense of 
having a fiscal bearing only. It is* a movement hard to* guide 
btfnause of the clashing of interests and the jealousies of localities. 
ThSktter alone has defeated many a fine scheme, and the former 
often distorts the accomplished results. But the greatest handicap 
under M^hich the tax reformer suffers is the lack of guiding prin- 
ciples in that part of the science of public finaneff which relates 
to incidence. We have nothing clear and simple to answer the 
voter’s linsilstent question, “How will this change dlffect my 
interests? ” To be sure, this is in no small part due to the shift- 
ing character of the conditions with which we deal. No sooner 
have we solved, at least to onr own satisfaction the incidence of 
a certain set of taxes Ilian the conditiorA change and the burden 
sfideS on to other shouldc'rs. 

In conclusion, then, this address has one object besides the 
mere narration of events which I hope have been interesting, and 
that is to make a plea that economists shall devote more attention 
to the study of the incidence of taxation, and to the, formulation 
of clear and simple statements of its jirinciples. 

Carl C. Plehn 



THE ASSESSMENT OP WEEKLY AND MONTHLY 
TENANCIEa POE LOCAL TAXATION. 


The following may seem to refer more especially to the 
assessment of property within thtf metropolitan area 'w^here 
statutory maxinium deductions are in force, but there is no 
reason why it should not, mutatis mutandis, be equally applicable ' 
everywhere. Scales for the assessment of weekly and monthly 
tenancies are very ‘frequently constructed in a most haphazard 
manner, and without any regard to the universally recognised 
principles of valuation for rating. It is therefore proposed to 
show how, scales may be framed with the least f)ossible amount 
of trouble for wKich it may, at the same time, be claimed that 
they are based on correct principles. Hithc^fto it has been neces- 
sary to resort to the method of trial and error in order to find 
the correct gross and rateable values of such properties. This, 
especially where “extra upkeep” had to be taken into considera- 
tion, was a very difficult and cumbrous imdliod : but its use is 
completely obviated by the formula) and tables hereafter given. 

The two propositions formulated below may be* ri'garded as • 
axiomatic when any class of wet'kly or monthly tcmancy is under 
consideration. It will be observed that the second one is equiva- 
lent to saying that the rateable value per shilling of rent should 
gradually increase as the rent rises. 

(!) In the vast majority of cases the annual rent which a 
tenant might reasonably be expected to pay for premises, held, 
say, on a weekly tenancy, is not the sum of fifty -two weekly 
rente, butt ^ sorqewhat lower figure. 

(2) Soth the deduction for maintenance and the contingency 
Sallee should be greatest in the case of the lowest rented houses, 

. and shoul(f b§, gradually lessened as the rental values rise, except' 
in the case of tenement houses — i.e., old* houses let in separate 
floors or rooms. 

, In Smi^ V. Churchwardens of Birmingham (22. Q?B.D. 
211,703), the Eccorder oi' Birmingham found a question of 
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fact that the premises could reasonably be expected to let from 
year to year at an amount equivalent to the sum of ti^ tweekly , 
ix^ts actually obtained. This being a question of fact only — 
^allnough a most unusual one — the Court of Appeal declined ,{o 
interfere with it, and held that no deduction . should be made 
from the aggregate of the weekly rents in respect of voids and 
losses’" (i.c., rent not paid whilst the premises were empty, or 
rent not recoverable from the tenant), or for the expense of 
collection; thus merely affirming the principle that test is 
not what the landlord actually receives, but what the tenant may 
reasonably be expected to give.” The difference will probably 
vary not only in different rating areas, but even in-the same area ; 
and it will also vary with the class of |)roperty, so that no fixed 
proiiortion would apply to every case. 

Where a house, built to be lot by the year to one tenant, 
becomes through lapse of time, or altered circumstances, sub- 
divided into tenements, the gi*oss rent is always considerably 
more than the letting value of the tenement as an undivided 
whole. This increase is, of course, largely due to the greater 
cost di rej>airs (which should be allowed for as between gross 
and rateable values), collection, and legal expepses (neither of 
which may be allowed). As a rule, however, the landlord would 
not care to let, nor Would the tenant care to take the premises 
on anything longer than a weekly or monthly tenancy. A short 
tenancy ensures to the owner better control over the tenement, 
more punctual payment of rents, and less risk of vacancies ; whilst 
its advantage to the tenant lies in the fact that his tenure is 
sufficiently secure, whilst he can, should he so desire, change 
' his residence at short notice to suit his work, &c. The matter 
may perhaps be summed uj) thus : The owner demands a higher 
rent because he has to bear increased costs of collection, and, 
occasionally, legal charges— these are landlord’s expenses, and 
cannot be allowed — but the tenant is willing to pay so much the 
more rent because ho wishes to be able to leave when he chooses. 
Henc6 perhaps the landlord’s collection and legal expenses may, 
generally sj^eaking, be taken as the measure of the advantage, 
from the'lcnant’s point of view, of a weekly oif monthly bver a 
yearly tenancy, and conversely, therefore, as the deduction to 
Jbe made from the sum of the weekly or, monthly rente to aftive 
at the gross yearly rent. This deduction^ together •{ii^itii the sum 
required to produce the even pound, ten shillings, or whatever 
the unit of assessment may be, constitutes what is known as the 
“contingency balance.” 
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The second proposition we |iave laid, down is equivalent to 
^saying, that the rateable vpilue per shilling of rent should be 
lowest in the case of the sn^allest houses and increase gradualj>y 
along (but not pari passu) with the rental value. The correctness^ 
of this general proposition is obvious; since not only will' the 
cost of repairs, as a rule’, decrease as the rent increavses, but the 
legal expenses and the cost of collection will also, generally 
speaking,, show a decline. Nevertheless, many assessment se.alcs 
— even where the unit of assessment is as low as 5s , — show an 
utter disregard for this elementary principle — generally in the 
direction of inflicting hardship on the owners of the lowest-rented 
^properties. It iS) of course, obvious that the higher the unit of 
* assessment, the more difficult it is to construct a scale which 
will be equitable to the owners of all classes of weekly ‘and 
monthly properties, and a certain amount of disregard for, the 
above principle is unavoidable when the unit is made 10^. instead 
of the 5s. or even less, still frequently used in some districts. 
Where no fraction of £1 appears in the valuation lists, as in 
London, it is practically impossible to construct a scale which 
will be fair to everyone concerned; but, on the other Iiatid, it 
is necessary to remember that, the higher the unit adopted, the 
less the clerical labour involved. When all the circumstances 
,are considered, it is probable that the 10.9, unit is the most suit- 
able for cities and large towns. If the unit in country districts 
be fixed ^t 5s. , the actual contingency balance obtained in a 
properly constructed scale will approximate very closely to the 
contingency balance aimed at. The gross rent of any weekly or 
monthly tenancy usually includes items outside the definition 
[Valuation (Metropolis) Act, 1869, section 4] of gross*valuc, and, 
on the other hand, it sometimes excludes an item wiiich, accord- 
ing to the decision in Pullen v. St. Saviour’s Union ([1900] 1 Q.B. 
138), should be included. The items outside the definition are : 

(a) Hates , — The full rates which would be payable by the 
tenant, and not the net amount paid under a compounding 
‘arrangement by the landlord, should be deducted (Reg. v. Bodd 
(1865) L.R. 1 Q.B. 16), and they should be calculated on the 
rateable j^aiue, net on the rent received (Tyne Improvement 
Cgmmissioners v. Chirton (1862) 32 L.J.M.C. 192). Rates 
includte fisli^ry rate .(Reg^ v. Smith (1885) 55 L.J.M.C. 49), 
fewers rate, (Bog. v, H^ll Dare (1864) 34 L.J.M.C. 17), and 
any other special rate. • 

(b) Water Rate . — This i^, strictly speaking, not a rate at 
all, but may compared to a charge for gas or any dther neces- 
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sary of life, and it is not rent in any sense (Smith v. Church- 
wardens of Birmingham, 1888f. 'J'he question was before the 
Court as to whether the gross or the net charge was dff^uctable,* 
bM it was not definitely decided. 

'(c) Taxes , — The land tax and the landlord’s property tax are 
not included in these (Reg. v. Goodchild (1858) 27 L.J.M.C. 
233), but inhabited house duty is. This tax is payable on houses 
of £20, and not exceeding T40 gross value, at the rate of 3d. in 
the £ on the gross value; over d£40 and not exceeding ±‘60 
gross value at 6d. in the ± ; and over ±60 gross value at 9d. 
in the £. It was held by the Court of Appeal that a block 
of dwellings should be assessed * for inhabijted house duty^ 
as one house (Attorney-General v.. Mutual Tontine West-., 
^minster Chairila'rs’ Association (1876) 1 Ex.D. 469). The 
Board of Inland Kevenue, how^ever, as an act of grace, do 
not follo)v this decision strictly in the case of artisans’ dwellings, 
but permit each self-contained tenement to be considered as a 
separate inhabited house (Rc^port of Commissioners of Inland 
Revenue, 1880-87, p. 29, but see Customs and Inland Revenue 
Act, *1903, section 11). In the case of non-residential properties 
let on weekly or monthly tenancies, no deduction for inhabited 
house duty should, strictly speaking, be made, but as the duty 
in such instances, were the proi)erty residential, would generally 
be very trifling, the same assessment scales may usually be 
employed. 

In Pullen v. St. Saviour’s Union, the Court of Queen’s Bench 
decided that, in order to arrive at the gross value, the cost of 
caretaker, dust removal, and watching, lighting, and cleaning 
the stairs and yard, must be added to the rent reserved ; since this 
is “a sum which must b(^ taken into consideration in arriving 
at the rcint which a tenant might reasonably be expected to pay ” 
for one of these tenements, the expenses forming part of those 
required to maintain the hereditament in a state to command the 
rent. 

These expenses are sometimes met by a special charge per. 
tenement per week in addition to the rent proper. Therefore, in 
li^essing tenement houses, or artisans’ dwi^dlings,^ where the 
landlord undertakes the above-mentioned charges, it is'^necessary 
to add the special charge made for the performance of ^ these 
functions to the gross rent proper, in order tq, aVrive at th^i 
effective gross rent, ‘and it is equally ‘necessary to deduct the 
ctist of performing the above services from the gross, to obtain 
thd* rateable value. 
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Residential hereditaments let at weekly or monthly rents 
may be divided into the folkwing classes ; — 

Classic a) Houses constructed for> and occupied by, oyi 
tenant. ' 

Class (b) Houses constructed for occupation by one tenant, 
but sublet in either floors or rooms. This class we shall designate 
as “Tenement Jlouses,” 

Class (c) The house or block of residences constructed for 
occupation in separate tenements (i.c., artisans’ dw^ellings). 


Class VA.” 


Table “A” has been constructed, by means of the following 
formula), for the assessment of suchT properties : — 

nUjl-c) • -BCLlc) 1 

(?== , i j fl-nd F= ‘ t where 

^+20 


vthero* F = rateable value, 
and Ct = gross value, or gross estimated rental, ^ 

,, H = gross rent, 

,, c ir contingency balance aimed at, expressed as 
a fraction of the gross rent, 

,, m = deduction for maintenance, expressed as a 
fraction, of the gross value or gross esti- 
mated rental, 

,, t — total poundage of rates on rateable value in 
shillings and fractions of a shilling (includ- 
ing both water-rate and in}iaJ)ito'd house 
duty, expressed as poundage rates on the 
rateable value). 


In order to turn inljabited house duty (which is leviable on 
the gross value) into the equivalent poundage rate on the rateable 
value, it is only necessary to multiply the poundage rate on the 
.gross value by the value of “n.” 

If 0 and ' 0 % are taken as percentages of the gross rent 
and gross value r^jspcctivoly, instead of as fractions, the abofe' 
formula) ’become 


KT+akiy ”"iooi:« 


Mathematically correct* results are obtained by these simple 
formula3; and, with their aid, tables may be constr«ctcd, ^ith 
the least possible experjditure of time and labour, for any values 
No. 77 ^vol. XX. 
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of the total poundage rate, contingency balance, and deduction 
for maintenance. Such tables should be computed in the first 
iristance to the nearest shilling ; then from these, suitable working 
^ tables may be quickly framed by adopting either five shillings, 
ten shillings, or one pound as the unit of assessment. ' 

Class “B.** 

When a house constructed for a single occupier is sub-let in 
floors or rooms, the landlord, as wo have already said, ^'invariably 
obtains a higher rent than if it were let for the occupation of one 
tenant only. Such houses ar/i aljvays assessed in one of the 
three following ways : 

^ (1) The rents of the injdividual lettings are added together/ 

and the assessment based on the total. ^ 

' This rr](dhod is frequently adopted on account of its sim- 
plicity, but unless a deduction is made with the object of con- 
verting thci sum of these tenemental rents^ into a figure which 
might fairly be supposed to represent the letting. valu8 of the 
house as if l(',t to a single occupier, it prochices a higher assess- 
irient than that laid down by statute. The reason for this is 
obvious ; for it is an incontrovertible fact that ,the more tenants 
there arc in a house the more will the total rent of that house 
exceed, in practically every instance, its letting value to a single 
tenant. It is this fact which, acting as a counterbalancing force 
to tlio j)rincip]e that the contingency balance should bo decreased 
as the rent of the tenement increases, has caused us to allow 
the same coiflingency balance throughout Table which is 

intended for the assessment of tenement houses. 

When the gross value of such premises, arrived at by the 
above method, exceeds £20, the injustice of not reducing the 
sum of the rentals of the various tenements to the amount at 
wliich tile premises would let to a single tenant becomes more 
glaring, because the owmer has then to pay inhabited house duty, 
and is deprived of all compounding benefits. 

Looking at the question from the economic point of view (i,e./ 
■^tJie^ bad sanitary condition and unwholesome surroundings of 
such properties) , it may perhaps be said that tfie owners of these 
premises deserve to bear a heavier burden of taxation than the 
statu imposes on them. However, ^o long as the daw relating 
to the assessment of these houses remains tinchanged, we cannot 
aejmit that the above argument ought to carry undue weight -with 
ratyig authorities. 

(2) The letting value of the house as if let to a^irigle tenant 
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is taken as the basis of assessjneift of the , house as one undivided 
isntity. • • 

This is undoubtedly the right method wherever the front do-ifr 
and passages are within the landlord’s control, and the tenants 
use certain parts 6f the premises in common. It is very difficult, 
however, to draw the line, in some instances, betw^een those 
cases and those in which the landlord exercises partial conkol. 

(3) The rental value of each letting as the basis of assessment 
of each tenement, considered as a separate rateable hereditament. 

This last method is unquestionably the proper one in those 
pasos where the landlord does* not •retain any control of the outer 
door, and does no*t occupy any part of the premises himself, or 
in the person of his servant. Hitherto “tenement houses h^^ve-^ 
been but seldom assessed^in this way; but, in the recent case of 
Davis (on behalf of the Islington Borough Council) v.^ Wallis, 
it was laid down by the Divisional Court that this method should 
be adopted. This decision has, however, since been reversed by 
the Couffc of -Appeal (White and Hales. t?. Mayor of Islington). 
It is, of course, clear that, if each letting is ever to be assessed 
as a separate hereditament, such a property should be valued by 
the scale (Table “C”) prepared for the assessment of artisans’ 
dwellings, and not treated as Class “B’* properties, for Table 
“B ” assumes that the letting value to a single tenant is the proper 
basis of assessment for tenement houses.’* 

Premises coming under the category of Class “B” require, in 
order to arrive at equitable results, a larger contingency balance 
than those comprised in Classes “A” or “C.” It is exceedingly 
diflicult to obtain satisfactory instances where precisely similar 
properties of this kind are let at weekly and yearly rents 
respectively, and no definite conclusions can be formulated from 
the instances which are available. It therefore becomes necessary 
to reduce the sum of the actual rents of the tenements by a 
certain amount in order to arrive at the fair letting value to a 
single tenant. This deduction, in the case of tenement houses, 
should clearly be considerably greater than that made as con- 
tingency balance in the case of small self-contained houses Jet 
on short tenancies. Again, in dealing with tenement houses, 
the decision in Pullen v. St. Saviour’s Union must be remem- 
bered.* We ihall designate* as “extra upkeep” the expenses re- 
ferred to in tfhat decision^ as coming under •those “ necessary to 
maintain th6 hereditament* in a state to command the rent.i’ 
Further, the footnote to the ^hird Schedule of the, Valuation 
(Metropolis) Ret of 1869 states that “the maximum scale of 

' • c 2 
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deductions shall not apply to tioups or buildings lot out in 
separate tenements.” Hence, in dealing with ‘«Sti5nemont 
houses, ’* the deduction for maintenance is not limited to the 
fractions of the gross value laid down in that Statute. 

Table “B” is intended to be used for the assessment^ of 
Class “ B properties (i.e., tenement houses), and it, or Tables 
with any desired values of “c,” “m,” “c,” and “t,” can be con- 
structed from the following formuloe : Let V , G , R, c, m, and t 
represent the same as before, and let “c” represent ‘the “extra 
upkeep” expiessed as a percentage of the gross rent; “c” and 
being also given in percentages : — 


Then and 

“ 50 ! 0 .“+ 0 — 

100 


where 




100 - 7 ?^’ 


If "o," "771,” and "c" are taken as fractions, instead of as 
pe.rcentages, the above formuhe become 

and if we put c--=o‘in either formula, we revert to that given for 
self-contained houses. 


Class “C.” 

This class of property is of the nature of artisans’ dwellings 
wdiere, following the decision in Keg. v, St. George’s Ujiion, 
each tenement must be assessed separately. The contingency 
balance and deduction for maintenance should be the same as 
those allowed in the case of self-contained houses (Class “A”) 
let on wt'ckly and monthly tenancies. Hence Table “A” may 
also be used for artisans’ dwellings, provided that there is no 
“extra upk(u^p.” As, luwever, there almost invariably is “extra 
upkeep” in these cases, Table “C” has been framed by means 
of the formulae just given for computing Table “B,” but with 
a smaller contingency balance and deduction for fnamtenance, 
both of which are lessened as the rental value increases. The 
total deduction in the case of artisans’ dwellings is not limited 
in the metropolis to* the maximum deduction for^oMinary houses 
^(Western v. Kensington Assessment Committee, 1907), and, con- 
sequently ^ the “extra upkeep” rhay be added to the deduction 
for ordinary maintenance. 

Tables “A,” “B,” and “C” have^been computed to the nearest 
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shilling, so that working scales ican bo at once compiled from 
.them witji equal readiness, nh matter whether the unit of assess- 
ment be taken as 6^., 10s., £1, or any other sum. If Tables 
“A,*’ ^‘B,”,and “C ” had been presented as working Tables, they 
would only have been applicable for the particular unit of 
■assessment for which they were computed. 

Specimen of Table “A.’’ 

For the assessment of ordinary wecldy and monthly tenancies 
{Class A ” properties), giving the gross and rateable values to 
the 7iearestT shilling. 


Contingency 

Deduction 
for ' 

maintenance. 

• 

Weekly 

• Kates, 3/-. 

Rates, 11/f. • 

balance. 

rent. 

Cx. Y. 

K,V. 

G. V. 

• 

K*. V. 



s. d. 

£ s. 

£ s. 

£ ft. 

£ s. 


• 

( 1 0 

2 2 

1 12 

1 13 

1 5 

10% 

25% 

\ to 
[60 

10 10 

7 18 

8 3 

6 3 



( 5 6 

11 17 

9 4 

9 3 

7 2 

7i% . 

«2i% 

i to 
[lO 0 

1 21 11 

IG 14 

16 13 

12 18 



rii 0 

24 5 

19 8 

18 12 

14 18 

5% 

20% 

i to 
[20 0 

44 2 

i 35 f) 

1 

33 17 

1 27 1 


Specimen of Table “B.” 


For the asi^essmeni of tenement houses ” {Class " B properties) , 
giving the gross and rateable values to the nearest shilling. 


Contingency 

balance. 

Extra 

a 

Deduction 

for 

maintenance. 

Weekly 

rent. 

Rates, 6/-~. 

Rates, 11/6. 

G. V. 

R. V. 

G. V. 

R. V. 




8. d. 

£ s. 

£ s. 

£ 8. 

£ s. 


, 

f 

10 0 

19 8 

13 6 

16 17^ 

n 7 

10 %- 

• 5% 

26% \ 

to 





• 

1 

1 

30 0 

58 6 

39 16 

50 12 

34 1 

# 

• 


82 0 

61 19 

43 8 

53 13 

36 18 

' 10 % 

,4% 

25 ] 

to 







. ■ 

60 0 

96 16* 

67 8 

83 17 i 

67 14 

• 


( i 

, 62 0 

100 6 

71 4 

86 13 

60 m 

10% 

8% 

26% \ 

to 






• 

1 

• 

70 0 

135 1 

95 17 

lf6 13 

83 0 
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Specimen on T^le “C.” 

For the assessment oj artisans' dwellings (Class “ C” pfo'perties) i 
' giving the gross and rateable values to the nearest shilling. 


Contingency 

balance. 

Extra 

Up- 

keep. 

Deduction 

for 

maintenance. 

Weekly 

rent. 

Rates, 4/-. 

Rates, 11/6. 

G. V. 

R. V. 

G. V. 

R. V. 




5. d. 

£ s. 

£ 5. 

£ s. 

£ 8. 



( 

1 0 

2 1 

1 8 

1 14 

1 8 

10% 

5 % 

2S% \ 

to 







\ 

'S 0 • 

10 6 

7^ 1 

8 9 

6 14 



( 

5 6 

11 11 

8 8 

9 8 

6 14 

, 71 % 

4 % 

m% < 

to 







1 

10 0 

1 21 0 

1 ' 

15 5 

17 1 

12 3 


P. Oliver Lyons 




THE OEGANISATION OF CONSUMPTION. 

It is a device.of economie theory, consecrated by tradition, to 
construct hypotheses of simple cases, and then gradually to intro- 
duce disturbing elements until there is presented a picture bearing 
a resemblance to actual conditions. This practice is necessary in 
a science where repeated experiments are impossible ; it is em- 
ployed in certain branches of physiology, when the pliysiologist ' 
applies to man, mutatis mutandis, what he has learnt about the 
frog. It is, ‘however, not always easy to know what allowances 
should be made under the changed conditions, and in physiology 
there is another method, equally applicable in economic 'science. 
Abnormal cases* are made use of in the elucidation of normal 
conditions. Western civilisation in outlyi^Jg provinces i)resents 
abnormal features ; by studying these abnormal varieties we are 
enabled to understand more clearly the €‘,ssentials of the healthy 
type. This method is only a variety of the ordinary economic 
practice : certain conditions arc eliminated, and the problem to 
be solved assumes manageable proportions; it has, moreover, 
the advantage of actuality : it is no longer economics in the study . 
but in the laboratory. 

Such an analysis brings home to us the importance of the 
organisation of consumption as a factor of progress, and as a 
corollary the necessity for adequately treating it in economic 
theory. I wish to suggest that sufficient stress has not been 
laid on it in economic writings, to notice a few cases of organisa- 
tion of consumption in England and then to consider con- 
sumption nnder tothor circumstances : from this it is possij^le to 
putline some conclusions as to the relation between progress 
and#organ^sed consumption. 

There i^^ prelimiryiry difficulty in estimating the attention* 
which it receives at present. Dissociation* from economic centres 
has its advantages, but it caiyies the drawbacks of its advantages : 
a bird*s-ey» view is possible, but it is difficult to beep in k>uch 
with the particular ;• this^ would only be possible if the latest 
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economic writings were as readily available in Asia or South 
Africa or on the Yukon River as th^ey are in Blodmsbijry. But ^ 
there is no organised demand for such articles in these , widely 
separated places ; such demand as there is is inefficient, and they 
are therefore not supplied. It is therefore vary possible that 
there are treatises on the organisation of consumption of which 
the ordinary student outside Europe remains unWare. But in 
the English school consumption has never received so much 
attention as production; more recent writers have not 'neglected 
it as an integral ]>arfc of the formal exposition of their subject, 
and they have brought into prominence the doctrines of con- 
sumer’s surplus, marginal utility, imder-consufnption, elasticity 
of demand, joint and com 2 X)site demand. The collective action 
of cbnsumers as regards light and water also finds incidental 
inen1;ion. There does not, howcvt?r, seem to be any treatment of 
the general organisation of consumption in a form available to 
the student who is neither a specialist nor has access to large 
libraries. ]f any such treatment could be found, .it might be 
looked for in the writings of the Socialist school ; but if we 
examine the policy of the Fabian Society we find that in their 
theory of consumption they arc still open to a charge of laisscz 
jaire. They value “the freedom of the individual to tost the 
social value of new irmuitions as highly as Mill valiuni the free- 
dom of the pj'oducer to palm olT adulterated goods. They do not 
emphasise the fact that freedorxi depends upon organisation in 
consumi)tion no less than in production. They put forward 
Socialism as a jianacca not for the evils arising from ill-organised 
consumption, “but only for those produced by defective organisa- 
tion of industry and by a radically bad distribution of wealth.*’^ 
Nevertheless, under normal conditions consumption,} is as 
vitally organised as is production, and however much ^o^felist 
theory may neglect it, in Socialist practice it is already a^^lieving 
consciousness. We may take a simple instance : Given ‘a oow^ 
and “natural economy,” you wdll probably obtain pure milk ; with 
organised production you will probably obtain watered milk. The 
individual may resent it, but his only remedy is to change his 
milkinan — and very possibly find one who will add chalk or boi*ax, 
or may skim the cream. It is only organised consumption that 
renders pure milk possible; the individval demand isaneffedtivc. 
In Burma the milk supply is iri the hands of nattviss of India. 
When an official tours, the Burmans have to give them careful 
intimation of his importance, so thadi he shall have milk instead 

^ t ij 

) Fabian Policy: Tract No. 70, par. 8. * Ibid,^ par. 14, 
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of milk and water. They cannot purchase it themselves. To 
.revert to England. Eecently there has been great talk about a 
national theatre. There is a demand for a type of play differing 
from that in general produced ; it is gradually becoming organised^ 
and effective. A§ wc extend the range of illustration, we perceive 
how widely consumption is already organised. A professor of 
economics, for •instance, is a response to an organised demand 
—it was only the other day that a Burrnan friend was lamenting 
the abscr^ce of such a chair in Burma ; the demand for it is not 
yet organised — and the Economic Journal is also a product of 
the organisation of consumption.^ 

^ We may now consider some features of consumption where 
the economic conditions Arc abnormal. If any report of material 
progress in an outpost of Western civilisation be exarnmed, 
two matters are almost certain to be mentioned : the native is 
lazy, the native spends money on useless articles. Wo sec “the 
West Indian negro using his new frecnlom and wealth, not to get 
the means ojf satisfying new wants, but in idle stagnation that 
is not rest.” ^ In South Africa, again, reluctance to work is 
alk^ed as a characteristic of the native, and made the, excuse 
for the imposition of labour taxes. Yet we find that ho imports 
sarditiea and golden syrup in increasing quantities.^ Similarly 
as regards the Jamaican, Sir Sidney OllivierVrites : “One cannot 
but be struck in the West Indies with the com[)arativo insig- 
nificance of what the coloured man has learnt industrially from 
the white. . . . Aiid yet in many respects he lias learnt and 
acquired a great deal ... he learns, and will learn, tlic things 
that he perceives to be for his own advantage.” ® These natives of 
Jamaica and South Africa still are, or until reccmtly were, 
savages; and reluctance to work and useless expenditure have 
been ascribed to barbarism. But in Burma, with which I wish 
more particularly to deal, the peoj^le are not savages; neverthe- 
less, similar allegations are often made, and with considerable 
truth. It is a commonplace as often uttered by the business man 
as it is radically untrue that they are lazy workmen ; and the 
absurdity of much of tlieir expenditure could receive ample 
demonsjtration. In one house there was found a copy <d ^la’s 
jPam, and several other books equally useful to a Bunnan prac- 
tica% una^quainte4 witiyi any other language than his mother 
•tongue, li^^nothcr hdusc tlicrc were hat-stands, tables, pier 
glasses, They had cost many rupees only a little while before, 

1 Marshall, Principles of Economics^ p. 165. 

* 7%e South African Native, p. 11, John Murray, 1908. • 

» White Capitaltand Coloured Labour ^ p. 164. 
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but they had never been used, never cared for, and were already 
warped by the sun and mouldy frAm the damp. Nevertheless, . 
the Burman has a definite civilisation ; he has a considerable 
literature. In the eighth century hundreds of his books w^re 
sent to the Imperial Library in China, and although there have 
been periods of progress and decline, there have always been 
recurring intervals of literary activity ; while he had a system of 
national education at a period when in England writing was a 
distinction reserved for very few. It is not contended that the 
literature is of a very high order ; there has not been sufficient 
examination for this to bo asserted or denied ; but its existence 
necessitates our recognising him as civilised, apart from any modern^ 
veneer. Now, it may be admitted tliat money-making is an* 
obsession wdth the modern Burman ; but he has other very 
definite ideals, mainly connected with* the Buddhist religion, 
partly with the Burman race. In connection with these ideals 
he has wants, but in the great majority of cases these wants are 
ineffective because they are not organised. It is ^important to 
notice that his want to possess things may be satisfied, even 
satiate4, but his wants to do things, his activities, are gratified 
with difficulty. A very brief consideration will indicate the cause 
of this. In Burma there arc certain articles— pa^dy, for instance, 
oil, and timber— de^red by people outside Burma. It is neces- 
sary, therefore, to give the Bumians something in exchange. 
The commodities which a man wishes to possess are very much 
the same the whole w^orld over ; the want to do things varies from 
individual to individual. It is obviously easier to supply him 
with cheap pier glasses than with professors of Pali. Unless 
ho very strehuously refuses more than a certain quantity of cheap 
pier glasses and very strenuously demands professors of Pali, it 
is the fornmr that will be given in exchange for the produce of 
bis country. But the demand for learning must of necessity be 
an organised demand. It is because consumption is not organised 
that cheap pier glasses arc foisted off on him. 

Pure milk has been cited in instance of a response to organised ' 
demand. In Burma analogous illustrations may be found. 
GroUa(Pmiis are cultivated to eke out the supjdy of olive oil in 
Europe ; the refuse is employed as food for cattle. If the shejl 
bo ground up together with the nut,^ therp is an^ncreate of 
about 25 per cent, in^bulk. The shell, however, in^nnutritious.* 
So long as the extraction of the oil was.carried on in the ordinary 
pr^jsses, the inclusion of the shell was an imposture that could 
be detected f trituration was insuflScient, and it remalCned obvious 
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as gritty particles. Eefuse of this nature the cultivator declined 
, to give* his cattle. But recent development of the industry has 
made it profitable for special machinery to be imported, which 
giinds the shell so fine that the adulteration cannot be ascer-, 
tained except ]>y chemical examination. This adulterated 
, product is sold for the same price as the pure article. In this 
case the dernaiffl for one commodity is so definite that substitutes 
are refused ; but the demand is not organised sufiBciently to be 
effective if they are cunningly disguised. 

It is interesting, and not without practical value, to consider 
these instances in connection with a classification of wants. For 
this purpose we may divide them into wants for commodities to 
support life and wants fdr commodities to extend life; the latter 
category may be sub-divided into those for commodities which 
extend life by being assimilated therewith and those which ejtend 
it by incorporation in them. This analysis is not intended to 
be exhaustively minute, but merely of convenient form and of 
sufficient accuracy for present considerations. Under each head 
and sub-head wants may be classified as quantitative and 
qualitative. Thus, milk is necessary to support life : pure milk 
is its qualitative modification ; the possession of a pier glass is 
the assimilation of an external object — that it should be beautiful 
is a qualitative modification ; the writing *oi a book is the in- 
corporation of life with an external object — that it should be a 
book worth reading is a qualitative modification. Those wants 
may be graded from lowest to highest in the order given. When 
production is organised, individual demand tends to be effectual 
only in satisfying the lowest wants; the better article, oven a 
better article of food, is only produced so as to *be generally 
available if the demand for it is so organised as to make it worth 
producing. For instance, in certain towns in Burma the wood- 
carving is purchased by tourists from the wood-carvers them- 
selves. The tourist is incapable of distinguishing good work 
from bad, and there is no premium on good work because there 
is no organised demand for it. In other towns carving iff pur- 
chased from the curio dealer, whose profession has developed 
criticaLcapacities. For bad carving he will only pay^a'iower 
price : the demand for good work has been organised. Unless 
thoA is an organised dejnand for the special product there will 
’ be no speciof adaptation in favour of prodjicing it ; rather as the 
better article presumably takes longer time to produce, such 
specialisation as there is wfll tend to discourage its productfon. 
As we go u^ the scale of wants we find that it becorfies more and 
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more necessary that consumpticto should be organised. If there 
is a. demand for English education in which the children -are* 
not taught the dogmas of Christianity, considerable organisation 
is necessary if the demand is to be satisfied. 

In the ordinary course of Western civilisation, consumption 
and production have gone hand in hand. During the past cen'tary 
poverty and the smoke from factory chimneys fiave sufficiently 
advertised the organisation of production ; the organisation of 
consum]>tion has been less notic(^ablc to the passer-bj^, and by 
very many people^ has been taken as a matter of course. But 
we see that it is by no means, a matter of course when the ,, 
ordinaiy machinery of civilisation is acting* under different 
conditions. 

This is a point of some practical importance. The market 
for qheap pier glasses, after all, is limited; the native of South 
Africa seems to plac^c limits on his consumption of golden syrup 
and sardine's. The producer of such articles cannot hope to 
receive miicJi from other countries if he rely on the permanent 
attraction of his produce. The demand is satiable. Unless the 
people ho cultivated as w^ell as the countryside, there can be no 
reason for surprise if trade decline because they tire of looking- 
glasses and at intervals “ndapse into idle stagnation that is not 
rest.” 

The passage already quoted froiu Sir Sidney Ollivier’s little 
book suggests that whore activities are stimulated this danger 
is not to be apprehended. In South Africa, again, we read ^ that 
“In many districts large nuinbers of European ploughs” have 
been purchased by the natives. It is true, of course, that the 
demand for 'ploughs is capable of satiation; but this, regulting 
from the stimulation of activity, should in time lead on b^^iirther 
demands. There is another point of interest in this colitJiekition. 
Various theories have been put forward to account for the rise 
in Indian prices ; the failure to stimulate activities may partly 
be responsible. Rising prices should increase imports; but cer- 
tainly in parts of India, of which one is Lower Burma^ large 
classes have failed to profit by the rise of prices, there having 
bcon'^coincidentally a fall in wages : the cffectiv<5 demand of these 
classes has therefore diminished, not increased. The constitution 
of a committee of inquiry into the causq of the high pnees shows 
that these classes are ^not inconsiderablev Thus the?;, increase 
demand is restricted to a certain proportion of the population. 
If Xhe wants of this proportion be artificially limited, they will 

^ The South African Natwe, p. 10. 
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not satisfy new wants, for theyihave none to satisfy, but they 
.will be. ready to pay more highly for the satisfaction of the few 
wants they have. At the same time tht^ poorer classes will be 
bqund to keep on producing, merely to satisfy the necessaries of,, 
life. Thus, although there may be an increase in the volume of 
imports, and a decrease in that of exports, these will not act 
so readily m bfinging down i>rices as they should in theory, or 
as they would in less abnormal circumstances. It is not con- 
tended tlfat these factors have been acting with the rigidity of 
this example, but statistics lend support to the thesis that they 
have had a tendency in maintaining a high level of price. There 
has been a famine, but “India’s purchasing power over foreign 
goods, during the receril? famine, has been greater than at any 
previous period.” At the same time exports have been increas- 
ing not only in value T^ut in quantity. Cotton goods are the 
imports that most affect the poorer classes, but those have 
“risen a good deal more in value than in quantity.” Despite 
this increase in tlie imjiorts, the high level of price is unusually 
maintained. To assign any considerable importance to a tend- 
ency of this nature may seem so spc^culative that it is d^^sirablc 
to enforce the argument by a concrete example. It is a common- 
place of Indian economic theory that the high price of land is 
due to the ordinary purchaser having no otSier convenient outlet 
for his capital. This is an illustration of the general limitation 
of Wyant'S, acting in one diniction only.’ 

It is not, however, the purpose of this essay to enter into a 
discussion of Indian prices ; and the points tliat have just been 
consid(U'ed concern distribution rather than consumj)tion. But 
if a full analysis could show the hypotliesis to be founded upon 
fact, there might be valuable results, for it would be possible 
to bring home to the proiliic*er with more effect than merely 
theoretical demonstration the vital relation between bis interests 
and the encouragement of otlier peoples’ activities. The 
encouragement of new wants is often claimed as the function 
of Western civilisation in outlying countries, but in this •state- 
ment there is a confusion between wants to possess things and 
wants J;o do thirfgs which Mill avoided in his first onuirjia^ion of 
•the proposition. Such wants can be satiated; activities are in- 
satlkble; it is the , organisation of the latter that is necessary. 
At presents is nobody’s business to faciUtate this organisation.* 
It cannot be undertaken. by the State, for it is incompatible with 

• • 

» For thi 9 .and subaequfsnt extracts relating to progress i^nd imporfci, soo 
Economic JoUKNAr,, Match,' 1909, “ Recent EcouonJio Events in India.” 
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the necessarily laissez-faire adkiin^stration of the bureaucratic 
government obtaining in tropical dependencies and ^ colonies, - 
Production has been organised both in East and West, but in 
the latter consumption has been neglected. 

In this lies a danger to Western civilisatioa; and this is the 
ultimate basis of many of the objections to it on the part of those 
j)eoples who receive its benefits unwillingly. The test of civilisa- 
tion is the growth not of new wants but of now activities, and 
those arc not fostiuod by organised production. If progress is 
to roa(di beyond a certain j)oint, it is the organisation of con- 
sum]>tion for which th(?re niust.be an organised demand. 

J.^S. Eurnivaul 



THE TBU13 COST OP SECONDAEY EDUCATION 
POE GIELS.i 


Thb Head Mistresses' Association, in its pamphlet, “The True 
Cost of Secondary Education for Girls," ^ has issued not only a 
l^lear statement ou the cost of ‘building and equipping a secondary 
’school, but what may alscfbe regarded as a Manifcwsto on Salaries 
for the Profession for Women which offers the best prospect to 
the majority of its members. 

The Association was well advised to omit from thii^ edition 
of the pamphlet the tables on the cost of living wdiich were 
included in the first edition. These tables were then clearly 
included in order to show^ not what a woman ought to spend on 
maintaining herself as an efficient citizen and teacher, but on 
what sura of money a woman, aided by a kindly Pate, a strong 
constitution, some friends, an indomitable will, and a wide charity 
can manage to evade an early grave— can, In fact, exist. But 
existence lean, with skies lead-grey" is a different matter to 
life and happiness ; and the teacher who exists only will scarcely 
rouse her pupils to a true appreciation of life. 

The two primary considerations on which, it is stated, any 
scale of salaries must be based, arc : {a) the expense of equipment 
for the work ; (b) the cost of efficient living. Of thesS, (a) varies 
according to the grade of teaching for which the candidate has 
prepared. Hitherto, the elementary school teacher has been 
trained to a great extent at the expense of the State, and a 
university career has not been a sine quA non. The teacher in 
the. secondary school requires a degree, or its equivalent, a period 
*of training, and, sometimes, residence abroad — and this generally 
at her own, or her parents', expense. She is surely entitled to 
expect interest on the capital expended on the preparatiorr ior^ 
hgr career. 

Am regains (b), tl^e cost of efficient living has risen very con- 
siderably du^g the last»few years— the Hqad Mistresses say the 
last seven years — with the rise in the standard of life and in 
the price of necessaries. Witti this cost we propose to deal Iat<fr. 

^ The True <%st of Secondary ISdtication for Oirls : The Educ&tional Supply 
Assjooiation, 42, Holborn Viaduct, E.6. Price, 34^., post free. 



32 THE'BOONOMK? JOUENAL [mAECH 

An article on “ Educationali Finance from the pen of Mra. 

Bryant, appeared in this JouenaL in March, 1894. Xt ended 
with these words : — 

It ia not easy to over-rate the importance of building up a 
custom of fair wages to women in some jBeld of work. In educa- 
tion we have a large and typical professional occupation for women, 
and one so controlled as to facilitate the adoption of a rate cf 
remuneration governed by the principle of the standard wage. 
And obviously, if we can raise women’s wages in one groat occupa- 
tion, the operation of the laws of supply will tend to make other 
women’s occupations participate in the rise. Get some field in 
which women are paid as well as men for the sa^ne worh^ and thc^ 
impulse of that advantage will be felt througdiout their labour-^ 
world. 

^Moreover, in this, as in every other occupation, if women 
continue to he jiaid less for the same work than men, they will 
eventually, in the public eagerness for cheap education, be called 
in to undersell the men in certain branches. The economic con- 
sequences to the stronger sex are obvious. They are the more 
deserving of prudential reflection in England because" some of them 
are already happening in the public schools of the United States. 

That tlu! hitt(T portion of Mrs. Bryant’s , warning, wiitten 
fifteen years ago, was truly projfliotic*., appears from the following 
quotation from the' tichxjolmaster , the organ of the National 
Union of Teachers, for December 25tli, 1909. The Schoolmaster 
commented on the appointment of a lady as a Modern Language 
teacher at one of the London (-(jiinL Coinieirs secondary schools 
for boys. The appointiiKuit w'as made because no man with the 
requisite qualifications ajqdicd for the post. The “ educatioSlM ” 
as]>cct of the niattor is beside the mark liere-*-but the appoint- 
ment is declared to bc) indcdVuisible also “from the professional 
point of view.” The Schoohn aster inquires : — 

Are women to be used in boys’ schools to depreciate the market 
value of men? Salaries depend on tlie law of supply and demand. 
If the supply is greater than the demand, salaries drop; if the 
supply is less than tlie demand, salaries rise. This is a natural 
law, which can only be broken by unnatural, artificial means. As 
wo hfa've pointed out, the demand for modem language specialists 
exceeds the supply. Consequently, they can command goqd 
salaries. But if women are used in their place, iheu^ the natural 
law is broken ; the demand will decrease find salariej^ will be forced 
down by purely artificial pressure. 

^ It woul(J appear that the obvious way of preventing this result 
is to require that when a woman does a man’s work, she should 
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be paid at the man’s rate. ii takes throe women to do the 
work oh two men, the women would on this supposition have a 
two-thirds salary. There would be no inequality and no under- 
Bolling either. The Schoolmaster would do well to consider 
seriously the advisability of advocating equal pay for equal work. 

There are, from the woman’s point of view, three matters 
for consideratioif, all of which are hinted at in the quotation from 
Mrs. Bryant’s article on “Educational Finance. “ They arc : — 

1. Eqifal pay for equal w^ork. 

5J. The cost of eflBcient living. 

3. The effect of a low standard of rc3muneration of assistants 
in the teaching profession on the army of women workers outside. 

Although “equal pay for equal ork “ in the teaching pro- 
fession has become the rule in certain countries and states, e.g., 
Australia : in the Junior (Irado of the State Education, Depart- 
ment ; in the following of the United States : Wyoming. Colorado, 
Utah, Idaho, and Now York; and in Norway (for civil servants), 
with, we believe, no deleterious effect, there appears to be, and 
pro|pbly for some years will continue tf) be, a strong objection on 
the f)art of English men, and women also, to credit the statement 
fhat women aVe Capable of performing the same work as men. 
Yet this has been proved, as the lawyers say, “up to the hilt.” 
After discussing the matter with more than one authority, the 
writer is inclined to believe that, although women are capable of 
doing at least equally good work (in the teachhig profession) with 
men, they are not on the average, at their present stage of 
development, capable of doing the same amount of such work 
without detriment to themselves and to the maiutcriancc of their 
ability. This incapacity for getting through the same amount 
of work arises, partly from physical causes, but also, to a great 
degree, from a woman’s social and domestic claims. What 
woman is there who has not many personal, domestic, and social 
duties to perform, from which a man, on account of his sex and 
tradition, is free? Wore assistant masters inclined, or obliged, 
to devote their evenings to the preparation of tlie lighter forms 
of clothing, as many assistant mistresses devote their Icisijr® to 
blouse-making and fancy needlework, not to mention darning and 
other |M3rsonal sewing, it is possible that they would in time 
become Utialfle to pertorm the same amount of work that they 
now get throffgh without strain. Yet needlework goes towards 
the equipment of a woman personality, and without it sh« 
would be les^completc. The assistant mistress, in her earlifr 
years of work and until^her “annual increment ” — if she is lucky 
No* 77.:y-voL. xx. * d 
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enough to serve under a rising bcale — has placed her on the other 
side of the border-line, where anxiety and parsimony meet 
ciency and a contented mind, is occupied with many domestic 
details from which a man is free. She makes her bed, dusts liex 
room (even, perhaps, prepares and lights her fire), and is to a 
very largo extent her own laundress. The mere suggestion that 
an assistant master at one of our public schools Should spend his 
Saturday evenings “getting up” his shirts would raise a smile of 
derisive contempt ! Ye^t a woman has to do these things, as well 
as her professional work, or pay some one to do them for her. 
We would lay stress on the justice, if women are to perform 
these domestic duties, of allotting to them dess work than iS 
expected from a man. They should be paid at the same scale, 
but the amount w’^ould bo less, for the very reason that women’s 
hours should be shorter. Or, if they arc not to have an allowance 
in timedbr th(' performance of these duties, in common justice 
they must receive sufficient to enable theun to perform them by 
proxy ! There is, however, a great deal that most women must 
do for themselves and otliers vv^hich cannot be done by others for 
thern.^ The double burden carried by the married elementary- 
school mistress wdth a family is indeed a marvel. 

There is one suggestion wx* would make to the objection 
raised by the econciinist who disapproves of “equal pay for equal 
wxrk ” on the ground that wxmen have no dependents,^ The 
fact is that many women have dependents due to death, incom- 
petence, or unwillingness of the men upon whom these others 
should depend, iiie snpixui of the widowed mother and the 
younger brothers or sisters is often left to the woman, while her 
brother cliboses the more joyous lot of forming a new family.,^ 
Sometimes it is the brother with the family who dies or fails, 
and the woman who is a teacher cannot see her brother’s children 
without striving to secure them a start in life. Sometimes it is 
the widow, or the deserted wife with her own children dependent 
on her. Indeed, apart from tragic circumstances altogether, 
most women, and especially teachers, have links with needy ones 
among the young to whom they minister of their slender sub- 
stancts very much to the benefit of the community in output 
of young persons educated and skilled. ' c 

It is, indeed, conceivable that a woman jvith no incumbi‘ances 
in receipt of “equj^l pay,” might be ‘an “over-^aid” woman, 
although under present conditions the description is surely a 

^ ^ The Secretary of the Central Bureau fof the Employment of Women states in 
help pamphlet^ “ An Inquiry into the Function of Employment' Bureau ** (p, 8) 
that out of 200 cases investigated, taken at random fro|n her books, over 60 per cent, 
were widows, and 37 per cent, had husbands who were net supporting them. 
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“picturesque exaggeration. ” •Such a woman would, however, be 
in a* pofeition to become a regular employer of labour, and she 
would thus lessen the vast army of unemployed. For instance, 
two assistant mistresse>s with high salaries could afford to share 
a good flat and enaploy a couple of servants. At their present rate 
of salary they tejp often live in “apartments** more or less cheer- 
less and uncomfortable, and add to the already heavy work of the 
one servant of the establishment : or they choose an unhomely 
existence, free from domestic responsibilities, in the restless 
atmosphere of a woman’s residential club. 

^ The social duties of an assistant mistress in a large girls’ 
school increase yearly, in ijiese days of societies and aosociations. 
There are “Old Girls* ** meetings, hickey meetings, the School 
Guild, &c. , &c. , with the working of which the assistant mistresses 
are closely connected, and which are sometimes a heavj tax' on 
their leisure. 

The cost of efficient living surely includes provision for old 
age. The cruolly of paying a woman a low salary simply because 
with her professional duties she has also to carry on her domestic 
and personal ones, is the more apparent when it is realised that 
a woman’s working life is shorter than a man’s ; that she, there- 
fore, has to provide for her old age in a less number of years 
than a man, and that (as is borne out in the appendix to this 
article) her old age will probably be of longer duration than her 
brother’s. For it is a fact that when a man relinquishes his 
life-work he loses his interest in life, and often ho is almost imme- 
diately overtaken by old age and death ; whereas a woman , with 
her many-sided interests and aflections, lives on. • 

There is an interesting paragraph dealing with the cost of 
efficient living in an article by Miss Dora M. Jones, entitled 
“The Cheapness of Women,” which appeared in the English- 
woman's Quarterly Review in October last year. Miss Jones 
makes a quotation from Mr. Cadbury’s book, Women's Work 
and Wages to the effect that in Birmingham thirty siaillings.a 
week is the amount which an educated woman has to expend on 
board, lodging, and travelling to and from her work. This.^ut 
of a salarjk of *£100 a year, leaves a margin of £15 for dress, and 
£10 for books, presents, charities, amusements, holidays, doctors 
(a^d d^ntists)f and saving towards old age ! The lowest cost of 
board, lodging ,^nd travelling in London is certainly not less. In 
Londoii clothe^, hats, boots ,*and gloves wear out incredibly fast 
in London the laundry charges are higher than in the^ countryf 
and steam laundries appear to have been instituted for the express 
purpose of destroying garments! 

• ' ' D 2 r- 
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That any professional woman ihoiild be expected to provide 
to ^‘books, presents, charities, amusements, holidajie/dodtors*, 
dentists, and old age’’ out of the round sum of ten pounds is a 
disgrace to the community which tolerates such a farcical idea. 
It is possible that the woman in question may have been trained 
to consider a tenth part of her income as “ Corbin.” It must be 
remembered that if a teacher is to remain efficient and up-to-daite 
she has to provide herself with some books, a libr^iry subscription, 
some newspapers and magazines ; if she is to maintain her position 
in society she has to give some occasional presents, and inci- 
dental tips ; to keep healthy-ifiindcd she needs some recreation, 
such as theatres or concerts. For some of her social gatherings 
she must don an evening dress, which often necessitates a cab- 
fare. If slio live in Ijondon, she miistthave an occasional day in 
tlid couptry. A trip abroad during the summer vacation will 
swallow up anything from £12 to £25. On her present salary, 
how is it possible for the average assistant mistress to provide 
for doctors, dentists, and old age? 

After considering these matters, we find ourselves in full 
symp«ithy with the Head Mistresses* statement : — 

Notwithstanding the gratifying fact that the* salaries offered to 
assistant mistresses have recently risen, it must bo remembered 
that the cost of living has materially increased during the last 
seven years, and it now ajjpears impossible to maintain a reason- 
able standard of comfort on loss than ^120 a year. Provision for 
old age or illness is impossible nnless the salary exceeds this 
amount. 

■Wo consider, therefore, that a fully qualified teacher (and by 
fully qualihed we mean a teacher who has a degree and professional 
training) should receive for her probationary year a salary of not 
less than £120. If her appointment is confirmed, the salary should 
rise automatically to £1B0. The senior mistress in any good school 
should rise to £200 at least (in London, £220). In large schools 
which prepare many pupils for the universities, and where there 
is considerable elaboration in the organisation, there should be some 
mistresses whose salaries rise to £800 or more. 

Jt is very much to the credit of the London County Council 
that this scale from £120 to £220 was, from the* initiation of 
their secondary-school system in 1903, established by them. 
The men*s scale is from £150 to £300, ♦ 

Our last point, the effect of a low*standard d& remuneration 
^f assistants in the teaching professton on the army of women 
workers Qutside, is dealt with indirectly in the article on the 
“Cheapness of Women” already alluded to. Miss Jones quotes 
statistics which show that the teaching* profession does indeed 
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offer “the best prospect to tlje irfajority of its Taembers.” The 
Post. Office Clerk (who secures her position in competition with 
many huifdreds) receives a commencing salary of £65 a year, 
rising by £5 to £100; first-class clerks begin at £115, and rise 
to £130, and a few principals receive £200, and a very few^ £300. 
These clerkships offer “the best paid work that any ordinary well- 
educated womaif can expect.” Sanitary inspectors, nurses, short- 
hand writers and typists, follow. Without a doubt, the profession 
of a secondary school teacher is the best ]:)aid for the majority 
of its members. If the Head Mistresses’ Manifesto is acted upon 
with ipore or less speed, there canpot fail to bo a remarkable and 
Inuch-noedod change in the rat(^ of the remuneration offered to 
women in other employments ; for ]\%s. Bryant’s already quoted 
remark, “Obviously if we can raise women’s wages in one grhat 
occupation the opc^ration of the laws of supply will tend to n^ike 
other women’s occupations participate in the rise ” is as true now 
as it was in 1894. 

Kuth Young 


APPENDIX. 

Table of Ordinary Immediate Annintics wHh(ml return of purchare money, furnished 
by the Cojumercud Union Assurance Comjtany, lAuiilcd. 


Asp 

last birthday 
at entry. 

Annuity which £100 will imrehase. 

f 

Coat of Auimity of £10. 





Mon. 

Women. 

Mon. 

Women. 


£ 5. d. 

£, s, d. 

£ s. d. 

£ s. d. 

33 

6 2 10 

4 13 6 

194 9 10 

213 18 1 

43 

6 17 6 

5 6 2 

170 4 4 

188 7 8 

63 

7 12 

0 8 4 

141 13 7 

'J56 10 11 

63 

9 9 8 

8 12 2 

105 9 0 

116 3 4 

73 

14 2 4 1 

12 19 8 

70 10 10 

77 0 6 

80 

19 3 6 ; 

i 

17 10 10 

52 3 1 

66 1 0 


Table t^ken from the “ British Offices Life Annuity Experience, 1893,” shmoing 
number of years in the “ expectation of lifef^ or average after-Ufeiime, at various 
a>g€s, for men and tvomen respechrely. 



1 Select Annuitants 

j Non-8elciel Annuitants. 

Age. 

- _ 




• 




m 1 

> Men. 

Women. 

Men. 

Women. 

• 66 

17*4 

, 19-7 

17*0 

19*3 

60 

^U-3 

16 ‘6 

130 

16*1 

66. 

11*5 

13*3 

11*1 

12*9 

70 

9'0 

10 4 

8*6 

9-9 » 

76 

6-9 

7-9 

6-4 

7*4 

80 

6-2 

5*8 

4*6 

^ 6*3 






LOT-MEADOW CUSTOMS AT YAENTON, OXON. 


The man who found himself confronted on a summer’s day 
near Oxford by an invitatioTi *on an auctioneer’s j>lacard to buy 
threc-quarterH of one William of Bladon might Teel uncomfortable 
about it ; the more so if he looted furtluT that he could buy in two 
separate lots tw^o other quarters of NVilliam. William wmuld 
appear not only a victim of outrage, but himself something of an 
outrage ' upon nature, as possessing five quarters. However, if 
our friend went to the sale and bought some of these sanguinary- 
sounding fragments, he would find himself thereby concerned, 
not in any effort of the mediaeval judicial system, but in a matter 
older /?ven than the Middle Ages — the drawing of lots for the 
mowing rights in iho w^ater mea^lows of Yarntpn, a small village* 
lying off the high road to Woodstock, at a point some four miles 
north of Oxford. These rights an* almost the only living sur- 
vival of the old customs of open-field agriculture, the system on 
which the life and dcvelojancnt of the Ihiglish village and manor 
fcunuHl for centurk's. Jn uiany perfs of England the inanimate 
marks of the* system may be traced : fields wdiich stilf show, iindcir 
the crust of modern methods, the swelling ridges Of the old aenv 
strips and the more significant balks or headlands dividing the 
sets of strips; hills whkh are still terrac(^d by the ‘Tinches,’’ ih(* 
flat steps wdiich the stri]^ system produced by the constant turning 
of the. soil in one direction. But the Yarnton water-meadows 
show^ more than this. The strips th(U*o are not ancient marks 
now* obsolete but arc? still the limitations under which the hay 
is but. No readjustnu'iit in the days of the Enclosure Acts has 
substituted here, for the in-and-out ownersliip, a convenient 
parceling of land. In short, a necessary part of the year’s work 
of the farmers of Y^arnton is done to this day under conditions 
which governed it befon* ])()m(*sday was .written. ^ That ns the 
chief reason for calljng it a living survival. A cjtnic might fiiid 
other signs of its genuine vitality im such facts as these ; The 
Yarnton people are not oppressed by respect for its antiquity, })ut 
think it ah astonishing, muddling old business; \;hey squabble 
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occasionally oyer strips, as nq doubt they did before Domesday;’ 
and .they have never attempted to alter the system in principle. 

A brief reference to the conditions of open-field agriculture 
maj be pardoned, as preface to the relation of the customs at 
Yarnton. The arable land of a village was in principle communal 
property, and in order that the shares might be fair, and might 
be given fairly ifi any newly broken land, each portion or “shot” 
of the land was divided into strips of a customary acre each, 
and a maif’s share was a strip in each shot. “ Allotments,” says 
VinogradofiF (Growth of the Manor, Book 2, Chapter IV.), “are 
made, not in patches set apart for. the use of the different house- 
holders, but in strips assigned to everyone in each of the shots 
or fields occupied for tillage by the community.” Thus a house- 
holder's holding, instead of being like the modern farm, a numher 
of adjoining fields, would be a number of acre-strips scattered 
over the common ploughed land of the village. A 'map in 
Seebohm's Village Community shows a specimen of such a 
holding in dotted pieces. In every field portions were left 
unploughed, usually a strip running at right angles across the 
end of a sot of acre-strips ; these were the balks or headlands 
where the plough^ was turned, and they starved, together with 
stripes in some cases parallel with the ploughed strips, for road- 
ways for a man to cart off his crops without (crossing lots belong- 
ing to other people. To reconstruct the idea one lias b) swec']) 
away all sense of a modern village, houses set here and there 
amid a sea of hedged fields, som(^ pasture, soinc^. under crops. 
One has to think instead of a group of houses, some with small 
enclosed gardens, the manor with a larger enclosed ^ space, and 
th<^ church and rectory house — the whole group an island in a 
wide space of unhedged ploughed land, which one might figure 
as diaptu'cd to a bird’s-eye view by the various sets of wide strips, 
each set running in a different direction. Now, when a village 
also possessed meadows (that is, grass-land for hay-crops, to be 
distirxguisbed from mere pasture), it would of course hold them 
similarly in strips. But here an interesting point arises., The 
meadow lands kept much longer than the ploughed lands the 
severest form of communal ownership, in that an individual’s 
strips were shifted hy lot each year, so that the man who in one 
year liad a ppor strip would in the next year have his chance of 
a* good one tev^redress the balance. At whj^t period arable land 
was relieved of this severity cannot be known. There is the well- 
known passage in Tacitus to*prove that it existed in Crermanj, 
and both Viifcgradoff and Maitland admit traces of *it. Vino- 
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gradoff says : “The most complete tinfercnce from such a general 
conception’* (i.e,, the conception that the village land , was 
common property, and that even permanent ownersfiip did not 
mean privatt‘ property in the Eoman or the modern sense) would 
be to treat individual occupation of the land as a shifting owner- 
ship, to redistribute the land among the members of the com- 
munity from time to time according to some system of lot or 
rotation. Th(3 western village community does not go so far, as 
a rule, in regard to the arable. . . . But even in the West, and 
particularly in England, traces of shifting ownership may be 
found. . . . The arable is sometinu's treated as meadows con- 
stantly are ; every ]K>useho]d(‘r’s lot is only an ‘ ideal ’ one, and 
may be assigned one yean in one place and one in another.” 
(Vdiciiiagr in EiigJand, Essay 2, ('haptor I.) Professor 
Ma^itland, in a |)assag(' which brings us nearer to the subject in 
hand, siiys : “So far back as we can see, the German village” 
(by which genc'ral term he includes the English village system 
before the Ck)nquest) “had a solid core of individualism. There 
were, however, lands whi(*h in a certain sense belonged to it, 
and which were not allotted for good and all among its various 
members. For one thing, the meadows were .often subjected to 
a more communal sebenu^ Tn the later Middle Ages we niaj’’ se (3 
them annually re-distributed by rotation or by lot amoTjg the 
owners of the arable. The meadows, which must be sharply 
distinguished from the pasture, were few, and, as we may sec 
from Donu^srlay and other n'cords, they ^vere exceedingly 
valuabl('.. [’robably their great but varying value stood in the way 
of any pcu'iruinent [)artiti{)n that would liave seemed cquitiiblc. 
Still they were allf)tted aimualiy, and the right to an allotment 
‘ran wdth ' tlic house and th(i arable strips.” {Domesday Book 
and Beyond, page 348.) 

But “th(‘ later Middle Ages” provide dim seeing for any less 
gifted persons than Maitland; and indeed there is no need to 
look so far back, since Yarn ton provides the spectacle of this 
anhual redistribution of the meadows to our (H)rporcal eye.’ 
Enough has now been said by way of preface to give the key to 
the "Scene w^hich would present itself to onr purchfaser of parts , 
of William of Bladon when ho attende^d the lot-drawing. Early 
on an appointed Monday morning (it used to be<;.tbe Monday 
after St. Peter’s D^^y, but is now a iJiovciable daio a^'uated lo 
the condition of the grass) he w^ouJd make his way pa,^ the 
village church of Yarnton to a fari5i-yard gate, through the yard, 
and down*a rough lane leading under the main (Sreat Western 
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line to Worcester* Here the^igrib of water-meadows force them- 
.selv-es vipon his eye. Beside the lane are watery ditches full of 
tall flowermg rushes and flags and edged wuth loose-strife. The 
water- violet may be found here in its season. The lane ends 
abruptly at a gate which opens upon a wide expanse of meadow. 
On the right the hedge of some enclosures runs out some way 
into it, but turns ofl' again, cutting out only a fragment. To the 
left runs the railway line on its way to Oxfonl. Far off in front 
the willoWs of the young, if not still “stripling,*’ Thames mark 
the further boundary. The huge stretch of grass is untrodden, 
and our stranger, waiting for a.h^ad, wull no doubt be shocked 
when some of thtj villagers, corning down for iheir share in the 
lots, open the gate and 1‘orthwitli liiakc thi.ir way on foot and 
even in carts straight iiito the standing grass. Tht‘y are in ’fact 
following, with the unexpressed knowledge of long routine, 
precisely such roadways as in the meadows corresponcted to the 
headlands of the arable, left to give each man access to his strip. 
The little company will halt, again with the knowledge of routine, 
at a certain spot. Roughly, a mental image of the meadow may 
be made thus : Imagine a somewhat vaguely shaped oblong of 
seventy acres; tjien place in it a large capital “T,” the end of 
the down-stroke resting on one end of the oblong, and the cross- 
stroke cutting across the oblong some two-tfiirds of the way up. 
This ‘‘T“ represents the headlands, and the strips run oft* at 
right angles, from either side of the down-stroke to the sides of 
the oblong, and from the cross-stroke to the up/xT end. It is at 
the junction of the strokes of tlie “T” that ilie drawing begins. 
In the grass, scarcely to be s(‘cn exce})t close at liand, stand 
rows of posts along the sides of the headlands. Some are of 
wood, some are big rough stones. These mark the strips, and a 
lot is drawn at each post to settle the owner Cor the year of tlie 
grass on that strip. Away at the farther end of the strips are 
corresponding posts, still loss visible, but to be found in due time. 
The tithe-strips are marked with large hewn stones, almost as 
big as tombstones, and these do not come into lot-drawing. * Our 
group of ftien waits for the coming of the meadsmen, two of the 
principgil farmers of the place, who superintend the lot-di’^wing, 
keep an eye on the subsequent pasturing rights, and generally 
atteftcl to the upkeep-of the meadows. The meadsmen arrive, one 
bearing a little canvas Bag for the lot-d]a\Ying. In that bag are 
thirteen small round bails, about the size of a bagatelle ball, 
turned out of hard wood, ancient possession of which ftie 
village is v^y proud. They are distinguished one from another 



42 THE *ECOIIOMIC^JOXJRl?rAi:i [BiABCH 

not by numbers but by name4 wiytten on them; and a queer 
company the names are. They may be put down at once ;• Water 
Jeoffrey, Water Molley, Perry, Harry, Dunn, Eothe, Gilbert, 
Boat, White, Green, Freeman, Boulton, William*— the last being 
William of Bladon, abbreviated to the exigencies of a small ball. 
Each portion or “shot” of the meadow contains thirteen strips, 
corresponding with the number of balls. Each ifall represents a 
right to mow the grass of one lot, and a subsequent right df 
pasture, and is either owned by some farmer in virtue of his 
farm, or bought, whole, or in portions of a right, from an owner 
of rights. Either by tenancy or, by purchase, therefore, the men 
in the meadows this July morning have eaclr a right to mow 
grass, and this right goes bji the name *of a ball. Consequently, 
whefn the meadsman with the canvas bag, standing by the first 
postj holds it out to one of the company — if a lady be there as 
a spectater she will be courteously asked to draw — and the ball is 
drawn, the name on the ball is called out, and the question asked, 
“ Whose is that ? ” The ow^ner speaks up , and the other mea dsman , 
who has a notebook in his hand, writes down th(i name. His list 
may be^ useful in cases of subsequent dispute. Meanwhile at the 
head of the lot a small space has had the tall grass scythed off 
it by one of the men, and on the cleared space th(». man who is 
now owner of this lo't for the year’s mowing cuts his initial large 
in the turf with a big knife. It is a revelation of the strength 
of a countryman’s arm to see him slash out long strips of turf 
as swiftly as a townsman eaits b\jite.r. Bui, quick as he is, the 
group, with tJie two meadsmen, has alnvady moved down the 
headland to another post, anotlier lot has been drawn, and another 
owner for the*, year put in possession. So it goes down one side 
of the headland ; so it comes back along the other side ; and so it 
walks finally the length of the other headland, the cross-stroke 
of the “T,” allotting the third set of strips. Each time one of 
the balls comes up, its owner receives, or joint owners receive, 
a strip, so that in the end each has three strips scjattercd in dif- 
ferent parts, possibly even at remote corners of the meadow. 
They are all remarkably indistinguishable at present*, but the 
next stage does something to mark them out. M^n who are 
neighbours for the mowing mark their limits. One will stand by 
the post on the headland ; the other will go round fin* the 
corresponding post at the far end, and when iie has found it will* 
come up through the grass towards the man on the headland, 
ustng a shuffling step, so that when he arrives he has made a 
line of trodden grass from fXDst to post. A week or two later, if 
one looks down on the meadow from t^ie railway line, when some 
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of the strips have been mowp aild others are still standing, one 
will se^ quite clearly at last the strip nature of the meadows. 
One can iee the “diaper” pattern of the “shots” or groups of 
thirteen running in the three different directions, and get in that 
way an authentic view of England that has elsewhere almost 
ceased to exist/ There remain two aspects to consider, the 
mowing regulations and the rights of common — that is, the rights 
to pafSture animals on the meadows after the hay is off. 

It mu«t, however, be remarked first that for the sake of clear- 
ness in the concrete exampk) of the customs tliis brief description 
has been confined to tlAC lot-drawing in one meadow, but there 
are three largo meadows Iku'c which are all “drawn.” Two of 
them, save for an artificial and iuui^inary boundary, form really 
one great stretch beside the river : tln^ third is an island, onelbsed 
by the main stream of the river and a branch which is taken off 
at a weir and serves a mill at Wolvcrcote, a village nearer to 
Oxford.' The two former meadow^s are, strictly speaking, the 
“Yarnton mcadow^s,” known as Oxoy and West Mead ; the island 
meadow is catled Pixey. The lot-drawdng in eacJi takes place on a 
separate day. Oxey comes first on a Monday morning, generally 
early in July. West Mead is drawn on the following l^hursday 
morning, and Pixcy on the following Monday morning. Oxey 
is the n3ea(iow the drawing of which has been described ; it con- 
tains seventy acres, and iKS drawn three times. West Mead con- 
tains about eighty a(^r(?s, and is drawn five times — that is, tbercj 
are five batches of tliirtc'en strips each, running, as in the otlier 
cases, from regular headlands. Pixcy contains alxmt two hundnuJ 
acres, of wdiich the: greater part is not drawm. About sixty acres 
come und(ir lot, and those are drawn only once ; there are, indeed, 
two batches of strips, but the lioadland runs straight dowui the. 
middle, and each ball do(‘s duty for a strip on cither side of the 
headland —that is, for two strips at once. 

The mowing regulations are far less (‘xacting novr than they 
were even a hundred years ago. [Tp till that time the rule sur- 
' vived that the complete mowing of each meadow must be doifb on 
the day on which the lots were drawm. Oxey was drawn on the 
Monday foUowing St. Peter’s Pay ; West Mead was drawn on 
tjie following Monday, and Pixcy on the Monday after that. Now, 
in th» early; Middle A^ges, wdien, as there is reason for supposing, 
tiach man wauld only have less than an acre, and a half in either 
Oxey or West Mead, thw single day’s mowing was not impos- 
sible. But as lots began to Accumulate in fewer hands, a man’s 
holding woiifd become vastly beyond his power, and he would 
have to employ labour. Tlje labour even of the village would Tl)e 
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insufficient, labour in neighbofarin^ places would come for the 
chance of a day’s wage, and so the custom would arise of,a great 
junketing attached to the Yarnton meadow-mowing. There was, 
in fact, for a very long while a complete fair held down by the 
meadows in the mowing-time. Add to the natural proclivities of 
merrymakers the fairly frequent quarrels which were bound to 
arise over the apportioning of the strips, and you have all the 
material for an occasional ugly riot. A hundred years ago, indeed, 
it was so much moi'c regular than occasional that Mr Vaughan 
Thomas, tlie vicar, stepped in, and, in spite of a good deal of 
opposition and misunderstanding, succeeded in getting the 
mowing-time extended to two or three days for each meadow. 
There is now no limit put to» the time allowed for mowing except 
that which is inherent in the fixing of a date for the pasture 
common rights to begin. Naturally, the turning of stock into 
the meadows represents a date before which the hay must be 
removed. But the tradition of the older methods persists, and 
you may have men in the meadows now on a lot-drawing morning 
telling you how much livelier it w^as when “there w^ere a hundred 
men lined up by the hedge yonder, with flowers in their hats, 
waiting to be hired for thc‘ mowing.” A trace of the older 
methods fxu’sists, too, in th(^ continuance of the custom of drawing 
the meadows on different days. It is odd that if lias never 
occurred to anyone, now that the mowing is so much more free 
in its dates, that the lot-drawing might easily be done for all 
three meadows on one day. But, n.ercifully, custom is persistent 
in country villages. ]t should also be mentioned that, when they 
come to the fHjint of mowing, nu'ii often make private and wholly 
unoflicnal rcarrang(iiiicnts of their strips or portions, for con- 
venience in mowing. A man who has bought a quarter of a ball 
would hav(i a tiresome job to mow in Oxey three long, narrow 
strips (thci quarter being taken lengthwise, and not trairsverscly) , 
each of little more Ilian a quarter of an acre, and each at a distance 
from th(i others. To save himself this finicking work, he will 
probably arrange with the owner of the other three-quarters of ' 
his ball to take all his rights in one strii), giving up in return his 
portions of th(5 other strips. Also, a man who has two strips only 
separated hy one other may (dlec.t an exchange which will bring 
his strips together, and give a good-sized area for a^machiiao to 
work round. One of the excitements af the', lot-drawing is th6 
chance of a man getting his strips well together, as may happen 
hf the chance of the lot to a farmer^' owning more than one ball. 

"The rights of common commence in Yarnton ’^"meadows on 
St'. Bartholomew’s Day, August 24th^ the day of Yarnton village 
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feast, the Church being dedicated to St. Bart-holomew. The date of 
<;ommons jri Pixey, however, is August 12th. The ratio of common 
rights' is one head of cattle to an acre, or one horse to tw^o acres. 
The privilege of common here is really very gn^^at. If the summer 
is at all hot and, dry, many a farmer is hard ]>ut to it to find 
water for his sjock by the time August is well advanced. How 
great his advantage, then, if he can turn some stock on to these 
great meadows, which have the Thames running along them for 
a mile or*so ! These considerations have often in late years led 
the mcadsinen to allow the date of common to be advanced coii- 
^siderably. If a summer is hot and dry, the hay w^ill be off the 
meadows early, alid there can then be no I’eason why the stock 
should have to wait for a conventiAial date, instead of having 
earlier the advantage of l^he water. The c/immon rights are care- 
fully superintended by the meadsmen, wdio visit the meadows 
occasionally and count the stock at pasture, to sec tha*t no one 
is unfairly turning out more than his £>rcscril)ed number of head. 
If they ever do find an excessive number, the task of singling 
out the delinquent must be difficult. Presumably it has been 
found in practice of late years that entirely unauthorised persons 
have no chance of putting stock on the meadows successfully, 
sinco the old custom of branding the stock of holders of rights 
has been abandoned. But the branding-iron still exists, and is 
an extremely interesting tool. It bears, not “Y” for Yarnton, 
but “E** for Erdington, the mediaeval name of the village. As 
the “Y*’ form of the name was thoroughly established by the 
seventeenth century, the branding-iron must be very old. It is 
as much a cherished possession of the village as are the little 
lot-balls. ^ 

This article should not close without an expression of sincere 
thanks to the two present meadsmen, Mr. Frank Hutt and Mr. 
Stephen Howse, for much information given with the greatest 
kindness. The meadows in which they exercise their ancient 
office may be seen any day by travellers on the Great Western 
Eailway line to Worcester. Soon after passing the point at 
which the Birmingham and Worcester lines part, about three 
miles f{om Oxford, the passenger will find himself looking down 
from the railway embankment upon meadows with the lines of 
th^ ^’hames willows -here and there. If he looks out for the 
canal cqnneotion passing under the line an^ making straight for 
the river, he will then see, stretching away from that cutting, a 
broad expanse of grass. Ttfkt is the historic ground which tfiis 
article endeavours to commemorate. 


R. H. Gretton 
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.4 Project of Empire. By J. Shield Nicholson. (Macmillan, 
XXV. + 284.) 

Professor Nicholson believes that the United Kingdom is, 
or soon will be, unable to bear the burden of Imperial defence, 
and that some sort of federal government, must bo instituted which 
will distribute tlie charge more equally. But a federal govern- 
ment established for purposes of defence would extend its 
operations b(\yond that sphere. Since it needs a fisc, it needs also 
a fiscal polity, and since opulence is increasingly essential to 
defence, the whole empire would sec the advantage of yielding 
to the ('entral authority all powers which could promote the w^ealth 
of the whol(‘.. Here the author comes upon our civil dissensions, 
and his book is a demand that the combatants should sign articles 
of agreement. He extracts thest^ from the Wealth of Nations ^ 
especially those parts of it w^herc foreign trade and the colonies 
arc discussed. To the prolectiunisls he says : “You are wrong in 
thinking that free trade is bankrupt t)f imperial policy, Adam 
Smith, after demolishing a mercantilist imperialism to which 
what you are now^ proposing bears a dangerous resemblance, erects 
on its ruins out of the first principles of the Wealth of Nations 
a structure that w^ould yield at once more opulence and more 
defence.” To the free traders h(j says : ‘‘Abandon the dogma of 
cheapness, and substitute for it a real understanding, derived from 
Adam Smith, of the case fiir and against free trade. Appreciate 
the force of the exceptions which he admitted, and meet your 
opponents on the basis of fact and in the spirit of patriotism/’ 
If our parties will listen, he holds that a large measure of common 
agreement will flow from ^ clearer envisaging of the imperial 
ideal. The “ sub-conscious ” tcmj)er of the empire will set towards^ 
imperial free trade, whilst an appeal to factk conducted by #ome^ 
impartial authority will determine in what directibn, if any, 
protective measures are desirable. * 

oThe boot; is in many ways a great one. It has^hree requi- 
sites of literature : a subject matter of intei^ost, a clear and personal 
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style, a broad and sympathetic ofctlook. I am not equally con- 
vinced that the thought is clear throughout, I find it difiicult 
to decide, •because Professor Nicholson chooses to convey his 
meaning largely by the aid of ideas extracted from Adam Smith, 
and in numerous cases 1 find it impossible to determine whether 
he himself shares* the limitations of that writer or merely omits 
to notice them through fear of the charge^ of pedantry. This 
difficulty arises in regard to the central theorem of the book which 
is taken fiiom Book IJ., C'h. V. of the Wealth of Nations : “On 
the different employment of capitals.” Adam Smith thought 
that the interest obtainable on an investment was not merely no 
Complete criterion* of its total advantage, but not even a rough 
guide to it. Investment In agricultiJre did society most service. 
After that came manufacture, commerce, retail trade, foreign 
trade, foreign investment in a descending scale. None the l^ss, 
men would, if left to themselves, choose those investments 
which were most advantageous to society, but only because of 
the superior security or amenity obtainable in them. Whether 
this superiority existed in Adam Smith’s day 1 do not know, but 
Professor Nicholsou points out forcibly that there is little Reason 
to assume its existence now. The argument is, indeed, a mere 
makeshift. Adam Smith required to show that the State might 
safely leave investors alone, and as he had not worked out the 
problem thoroughly ho was compelled to insert a treacherous 
stopgap. It is strange that Professor Nicholson should take it 
so seriously, and stranger still that he should not refer to the 
alternative solution of the problem which the marginalist school 
has provided. Those who possess the intellectual tool vvhich Adam 
Smith lacked, the concept of the margin, are free both to accept 
his premiss that the total advantage of different kinds of invest- 
ment varies, and to reject his conclusion that the rate of interest 
is an unsatisfactory guide to investmexit. The machinery by which 
capital is distributed to the general advantage is very far from 
perfect, but if I understand Professor Nicholson, he denies that 
it exists. The implication of his argument is that as regards, Tor 
instance, the distribution of capital between raining and transport 
no general force operates to maximise social advantage. The 
lay reader would, I think, almost necessarily receive this impres- 
sion, and would not b« completely satisfied with the arguments 
tHat 6onvincei Adam Smith that it was none .the less inexpedient 
for ibe State to direct nivestment. 

It is true that Professor Nicholson is chiefly concerned noj 
with the distifbution of capital between different hoine employ- 
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laents, but with its distributit^n biitween the home country and 
foreign i)arts. He emphasises especially the truths that an 
oxcliange between London and Edinburgh yields a double advan- 
tage as compared with an exchange between London and Lisbon,, 
and that investment at home yields a greater social advantage 
than investment abroad. As rtjgards the first' point, he hardly 
brings out the fact that exchange with the foreigner connotes no 
diminution of exchange between natives unless it can be supposed 
to increase the net instability of industry. A can offer more goods 
to B if he makes first an advantageous foreign exchange of his 
produce than he could if he set himself to produce the goods 
which are imported. If not, it would clearly, in general, pay 
him better to jjroduce thosc’^goods addi'ng to the capital which ho 
already uses at home that wliich is employed in foreign trade. 
There is a similar failure also to state the grounds for the pro- 
position’ that, in general, <^xport of capital will not exceed what is 
advantageous to a nation. There is a presumption that ceteris 
paribus the higher the interest the greater the total dividend 
shared among the society. We have indeed to t^kc account of 
distribution wdiich is primd facie affectcnl adversely to non- 
capitalists by whatever tends to raise or maintain the rate of 
interest. Against this may be set, as in the case of now openings 
for capital at home, the (consideration that an increase of saving 
will attend the higher rate of interest, and that the dividend 
will be still further increased to the ultimate ||(^V9!ntage 
of all classes. The elasticity of the supply of' capital is 
an unknown quantity, but it may surely be concluded that the 
attempt to trarisfer to Iiouk^ industries any considerable propor- 
tion of our foreign investniejits would result in such a fall in the 
rate of interest as to check saving appreciably. And it must be 
remarked further that although no unit of our foreign investments 
yields directly more than the interest obtained, whereas of our 
home investments all but the marginal units yield an additional 
advantage, yet indirectly we benefit greatly by the opening up of 
neW countries with British capital. This last statement must, it 
is true, be qualified l)y the admission that the development of 
foreign industries may be detrimental to us as soon they begin 
to compete with us in them own or in neutral markets. Bjjt 
nations which have reached that degree of industrial expansion 
are substantially independent of Britmh capital,* and, indeed, 
compete with our investors in more backw^ard countries. 

* The discussion which follows of the exceptions to free trade 
admitted Adam Smith contains much with whifch all modern 
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economists agree. It is, howeW, Its I think, coloured throughout 

the eajrli®** omission to state precisely the shortcomings of Adam 
, Smith’s vieVs on the different employment of capitals. We shall 
take a very different view of the possibility of increasing net 
investment alike in the United Kingdom and in the Colonies 
according as we do or do not supplement the doctrine of Adam 
Smith with the doctrine of the margin. In the former case we 
shall be apt to fall into dreams of transfeiTing, by means of small 
additions the rate of interest, a very large proj)ortion of our 
capital invested abroad to domestic or imperial employment. In 
the latter wc shall recognise that tlie transferabk' proportion will 
iTe small, a loss to the national dividend pre^suiiial)l«\ a gain 
through a better distribhtioh of the dividend problematic. 

In his statement of the negative argument for free trade, 
Professor Nicholson perhaps attaches too little importance to the 
difficulty of basing scientific protection upon mercantilisf propa- 
ganda. He seems to assume that the i:ia iiiedia which he preaches 
would cure the crude fallacies alike of free traders and of protec- 
tionists, but the example of the negle(*,t by tariff reformers of 
Professor Ashley’s propoKsals for the scientific resistance of dump- 
ing is the reverse of encouraging. If we must assume the 
continuance of crude argument on either side, the case for free 
trade is strengthened enormously. Non-intervention, though it 
prevents us from making the gains of well-devised duties, protects 
ns at least from the losses of ill-devised duties. The strength of 
free trade, as Dr. Marshall^ has well pointed out, may lie not 
least in the fact that it is the absence of a device. 

I have not refrained from expressing my opinion tliat in hie 
desire to do ample justice to the case for protection Professor 
Nicholson has in some particulars understated the case on the 
other side. At the same time, I see no justification for the view 
expressed by journalistic critics, notably in the Manchester 
Guardian, that the book is antagonistic to free trade. Considered 
merely as an exposition of the views of Adam Smith, and 
apart from its value as a contribution to a great imperial 
problem, Professor Nicholson’s w^ork will be welcomed 
by all who. put truth above party. A most admirable 
feature o*f the book is the swiftness and delicacy with which it 
substiliiutes for the conventional Adam Smith the picture of a 
personality \%armed by patriotism, inspired by prescience, 
with burning hatred of selfish interests and incompetent govern- 
ments, refusing to admit the werd “ impossible ” in the vocabulary 
Fiscal policy of international trade. § 44. 
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of his politics. Something of t^iiis^' mantle has descended on 
Professor Nicholson as he wrote. I thrilled especially, over his 
discussion of the difficulties involved in the establishment of 
imperial free trade. He is, I believe, the first writer who, has 
had the courage to tell the simple truth. “The most formidable 
difficulties arc liot founded on facts, but on opinions, and opinions 
may be changed. In the forefront there is the idea of impossi- 
bility ; and so long as statesmen are content to repeat, one after 
the other, that a thing is imjiossible, it is ipso facto impossible. It 
will cease to l)c impossible as soon as it seizes the imagination 
of a great ('oloiiial leader of the order that believes in a thing 
because it is impossible.” These arc great wdrds, and the whole 
tempei* of Professor Nicholson’s work is a splendid vindication of 
the truth that free trade is not incompe^tible nor protection identi- 
cal with patriotism. 1 confess, how^ever, to a regret that he should 
have condescended so far as to speak of Adam Smith’s cosmopoli- 
tanism in a minimising and almost apologetic strain. It is, of 
course, true that he was not cosmopolitan in the sense in which 
that term is used in political controversy. But tfiat he was cos- 
mopolitan in the honourable sense, that he desired his country 
to contribute as much as possible to the general, good of humanity, 
seems to me equally certain. His common sense told him that 
in practice the best w^ay to serve humanity is to serve one’s own 
country, precisdy as, gcmiu-ally speaking, the best way to serve 
one’s country is to pursue one’s own interest. That he was as 
fully alive to the imperfection ol the rul(‘- of natibnal as of the 
rule of ijulividiial interest is shown very clearly in a passage 
(quotcnl in another coiinectio]! by Professor Nicholson) on the 
relation between Europe and the East : “Hereafter, [)crhap8, the 
natives of those countries may grow^ stronger, and those of Europe 
may grow weaker ; and the inhabitants of all the different quarters 
of the world may arrives at that equality of courage and force which 
by inspiring mutual fear can alone overawe the injustice of inde- 
pendent nations into some sort of respect for the rights of others.” 
In face of such a passage it will not do to suggest that Adam 
Smith comes up to the standard of patriotism imposed By some 
of those to whom this book is addressed. H. O'. Meredith 

The Disappearance of the Small Landowner, Ford L(5etures, 

1909. By Arthur H. Johnson. (Pp. 164, with three maps. 

Oxford : Clarendon Press. 1909.^ 

L 

Here is a noteworthy addition to economic history. It com- 
bines a judicious summary and review of the available moderii 
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literature for the whole of ]^ngVish agrarian development, from the 
Middle Ages to the present time, with the results of a new and 
original investigation, based on hitherto imusod materials, into 
the- last two centuries. 

Let ns take tlje quite independent and fresh work first. It 
occurred to Mr.|Johnson, by a happy inspiration, that the Land 
Tax ass(issmentp, if only he could get hold of them, would (Uiable 
him to trace all the changes in the ownershif> and occupation of 
land. for tRe period tlu^y eoverc;d. His anticipation proved to be 
correct. The returns, indckxl, are for sonic counties fragmentary, 
^nd for some difficult of irite^})retation ; and, woist of all, none 
so far have been * uneartla^d jirior to 17iG. T3ut tlu* mass of 
material is so great that it is quite iiossible to draw larger general 
conclusions from them : j^nd there fortuiiatcdy exist for a good 
many parisli(\s a number of Ihidcu' and early Stuart surveys, Wth 
which Mr. Jolinson has bct*n abh^. to compare tLt‘ (ughteenth- 
century assessments. He t(dls us that up to th(^ present he has 
biuui able only^ to analyse the ass(^ssmont returns for some 500 
out of th(^ 15,000 parishes in England; but these cover a wide 
geograiihical range, and the generalisations they sugge,st are 
confirmed by th^^ accounts which Mr. Johnson’s diplomatic 
inquiries have elicited from half a dozen grpat landowners as 
to the historical dcvelopiiKuit of their several estates. Mr. 
Johnson’s cjonclusions arc as follows : — 

(1) “There was a very remarkabh". consolidation of estates, 
and a shrinking in the number of the smaller owners, somewhere 
betwepn the beginning of the sevouteenth century and the year 
1785, more especially in the Midland counties.” (Page 132.) 

(2) “There is some evidence that the really critical period was 
somewhere after 1G88.” (Page 135.) 

(3) And here is Mr. Johnson's most surprising result, and 

one which must in future be borne in mind in modification of the 
statements of Toynbee and Mantonx : “During the period 1785 
to 1802 there was an increase rather than a decrease of the 
yeomen proper in all parts of England, except those like Lanca- 
shire which wcr(i more directly '^and rapidly affected by the 
industrial revolution; and, if there was consolidation of property 
among owners who did not farm their lands, this was rather at 
the etpense of other*” owners or squires than of yeomen.” 
(^age 144.) • * * 

(4) - “From 1802 to 183^ there is a different tale to tell ” ; an(^ 
“from 1832 to 1862 the fall” ifi the number of yeomen jor occupy rp 
ing owners “still continues.” (Pages 144, 145.) 

E 2. 
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(5) Between 18G2 and 1892 the'^movenient seems to have been 
different in different j)arts of the country. ^ " • . 

(G) “After 1892 the worst seems to have been passed, and 
between this y(^nr and 1907 the returns seem to indicate a general 
improvement in tlie condition and numbers pf the small land- 
owner, though that improvement is neither universal nor great.” 
(Page 147.) ^ 

These conclusions are, of course, only provisional, and future 
investigators may modify them in certain particulars. And 
oj>inioDs may differ as to tlie causes and as to the social significance 
of the changes indicated. But it .is (4ear that Mr. Johnson hs^s 
set (^coiKjmic hisiorians on the. right lines of Irivestigation. And 
it is equally (evident that the due interpretation of economic 
history invulvt's a quantitative measurement of the phenoiiKUia 
to.be consid('red. In several directions attempts are now being 
mad(i to apply statistical methods to economic history---not 
always indeed with success, for the besetting temptation of the 
statistician, to los(‘ a [^(Tception of tlu^ nature of the figures in 
the plcuiBure of manipulating them, ]>rt‘seiits itself here as every- 
where* t‘ls('. From this fault Mr. Johnson’s work is conspicuously 
free. ; and this section of his book is a happy and — let us hape-— 
fruitful examine' of statistical method f>roj)erly employed. 

And yet I do not know whether the earlier lectures in the 
volume are. not equally valuable, though in a different way. It 
is so easy to be biassed, even in writing the agrarian history of 
the Middle Ages and of Tudor and Stuart times ! Pro-Mark 
system or anti-Mark system, pro-Ileformation or anti-Reforma- 
tion, pro-landlord or anti-landlord, a tendency to magnify or a 
tendency to minimise, a tendency towards symmetry or a tend- 
ency to deny the very existence of the “typical” — any one of 
these feelings may unconsciously warp the judgment. As far as 
I can s(‘e, Mr. Johnson avoids all these dangers. He is not only 
well-informed and careful ; he is judicial and fair-minded 
throughout. 

‘ I have neither space nor time to give an abstract of Mr. 
Johnson’s narrative ; all who are interested in the subject will 
naturally go to the book itself. But there are one ©r twp ma-tters 
to w^hich i should like to call attention, both because they ill<3S- 
trate the author’s dispassionate and level-headed attitude, and 
because they are subjects on which it is" possible, I4hink, to carry 
the argument just a little further than he has taken us. • 

First, then, as to the extent bf the enclosures of the Tudor 
period. IVIr. Johnson reproduces the careful estimates of the very 
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competent American scholar,* Mr. Gay, which are based upon 
the Inquisitions of Depopulation, and makes them more telling 
6y turning <the county percentages into a map. But he is careful 
to point out — as indeed does Mr. Gay — that our evidence can 
hardly be regarded as complete. From what we know of the 
circumstances of the case',, and from what Hales tells us of the 
packing and toriwising of juries, it is certain that sonu' enclosures, 
at any t'ate, escaped being jn-cBcnted. Moreover, as Mr. Gay has 
also noti<k3d (Quarterly Journal of Economics, August, 1903), 
“the statute of 1190 took no ac.(‘oiint of deca)" associated with less 
than twenty aen's.” Accordingly Mr. Johnson \ery v/isedy only 
Waims for his map that it shows “the relative amount o'" enclosure 
in various parts of Knglalid.” (Pag^' 48.) For that purpose it 
is certainly most useful : it makes visible the geographical r^Ja- 
tions of the several districts affected as no table of figures could 
do, and brings out the capital fact that (‘uclosure was Aiaiiify a 
problem of the Midlands. 

Mr. Johnson does well not to carried too conijikdely off 
his feet by Mr. Gay’s figures. For I cannot help thinking that, 
with all his care, Mr. Gay has gone almost as far in creating 
an unduly minimising impression as the preachers and 
pamphleteers went in the direction of exaggeration. “An agri- 
cultural change affecting 2*76 per cent, of the total land area of 
twenty-four counties in a century and a half is surely notliing 
very alarming,” says Mr. Gay. Hut is the proportion of enclosed 
land to “the total land area ” a suitable measim^ of the justifiable 
alarm? The question is not of the profxirlion affected of the total 
land area, but of the proportion of the total tilled arc'.a. It is, 
I suppose, matter of common agreement that the* enclosures 
presented by the Tudor juries wore enclosure's almost entirely of 
arable land. But very many manors had a considerable area of 
waste land. How much allowance should be made for this before 
wc begin to construct percentages to represent the reasonableness 
of alarm, I should not now undertake to say; but evidently the 
consideration cannot be neglected. And even more iniportani is 
the fact that in Tudor times large stretches of country were still 
forest, and forest not only in the legal sense but also very largely 
in the f)opular sense of woodland. According to Mr. Gay’s 
figurqp, the counties n\^st affected by enclosure were those of 
Warwick, Leicester, hlorthampton, and lUitland, and tor these 
he estimates an enclosed percontagi*. of 8*9^. He has himself, 
however, noticed that mucli of Warwickshire was occupied by thR^ 
forest of Aroten. Accordingly, Mr. Johnson, in his* map, only 
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extends the blackness of 8*94 & tlL south-eastern third of War- 
wickshire. But I do not see that either Mr. Gay or Mr. Johnson 
has made any statistical allowance for this consideration. From 
Mr. Gay’s own maj) in the Harvard Journal, marking the villages 
or manors actually affected, it is at once seen that enclosures 
were sparse in the north -wa^st part of the coiinty. And if the 
enclosures in the portion outride the forest could be measured only 
against the county area outside the forest, the percentage would 
necessarily be considerably higher. 

The same line of reasoning apjdies, though in a less degree, to 
Leicestershire and Northamptonshire. Thus in Ijeicestershire 
there was Charnwood Forest, according to Leland “twenty inihife 
in compass,” wdierein was “no good toiine nor scant a village”; 
and most of the northern end of NorthamptoJishire was occupied 
byjihe forest of Eockinghani. If, even on the (^xtant evidence, 
such as it is, we find some 9 per cent, of the total land area to 
have been affected by enclosar(‘s, we are pretty safe in supposing 
that this rc'preseiited at least twice as large a j>roportion of the 
land actually under the plough. And though even one-fifth is 
much less than contemporary coinplaints led us at one time to 
suppose, it would be a good d(‘al mor(‘ “alarming” thar^ one-tenth. 

The second point to Ix^ noticid is with regard to the legal 
character of customary tenure. The presemt reviewer, almost 
twenty years ago, ventured to put for\\a?*d a view’ of the legal 
position of customary tenants during the earlier enclosures, which, 
it must be allowed, has not yei .ucit wdth general acce])tance. 
Ho would himself perhaps state it somewhat differently to-day. 
But it has at any rate served a u.s(‘i'ul purpose by calling attention 
to a real problem. Alter a very complete and fair review' of the 
subsequent discussion, Mr. Jolmson now' ariives at a conclusion 
which certainly represents a distinct sh'p forward in our know- 
ledge of one very important- pari, of the subject— , the law 
as to succession to coi)yhold tenements. “No sooner has the 
copyholdc'T gained legal recognition of his Jiolding than the 
struggle begins on the question wlictlier tlieir tenures are true 
copyhold of inluiritance or not.” (Page 60.) That is a just state- 
ment of the situation ; and Mr. Johnson’s observation throws a 
flood of light on an obscure subjecti'^But let us dwelf a littie 
further on this term, “a copyhold of inV^ritance.” It wa§ used 
by Coke in 1611 (Complete Copyholder ,.}\eetioi\ 49)^; but it is not 
clear that it was mfich older than his time : possibly Coke in- 
vented it. Mr. Johnson refers (pj^ge 69) to the very significant' 
statute of *1609 (7 Jac 1, cap. 21), “declaring th«ft, where any 
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tenement on lb royal manor hai been established by decree of the 
Lor^ Treasurer . . . as a copyhold of inheritance, it shall thence- 
forth be so^holden.** But the citation is probably taken from a 
later writer, for the actual words of the statute are. different, and 
more significant. The text (as given in the Statutes of the Realm, 
iv., Part 2, pagjj 1180) runs thus : “Be it enacted that all the 
Messuages , . . decreed to be from henceforth good and perfect 
Copyhold Lands shall ... be taken and adjudged to be good 
and perfed Copyhold Lands, Tenements and Hereditaments . . . 
and that all jK^.rsons ahal) . . . have, hold, use and enjoy the 
same Messuages ... to them their Heires and Assigns for 
5ver.’* Modern writers have been too much inclined to lump all 
“copyholds” together, and to speak'as if what was true of one 
copyhold was true of all. But it is becoming clear that “copy- 
hold” was originally a somewdiat elastic term, and that it took 
some time for the classification into heritable and for life^or lives 
to be distinctly formulated and consciously applied to every 
separate holding. There is some reason also for believing that, in 
the middle of tlic sixteenth century, copyholds /or life or lives were 
regarded in some quarters as the normal copyhold tenure. There 
is a curious statute of 1548 (2 and 3 Edward VI., chapler 12. 
Statutes of the Realm, iv.. Part 1, 54) with regard to certain 
lands of the Duke of Somerset. It appears that his stewards had 
made “many demises, leases and grants for term of life or lives,” 
and by copy of court roll, of certain “demesne lands, barton 
lands, over lands or bord lands.” These had been granted “in 
like manner, form and condition, and with like and the same 
customs, usages and liberties, benefits, commodities apd privileges 
as the ancient and customary tenants and copyholders of the old 
customary and copyhold lands of the . . . Honor and Manor,” 
These demises being invalid, “by reason,” as the marginal 
abstract says, “that such demesne lands were not old customary 
or copyhold lands,” a special statute was now passed confirming 
“all leases and grants made or hereafter to be made by Copy of 
Court Boll, for term of life or lives, not exceeding three livesr at 
the most ” ; and again it is expressly said that such tenants “shall 
have and enjoy all such Zifcc- lawful customs, liberties, usages and 
advantages . . . as the a ccient and old customary and copyhold 
tenants of the . . . Honor or Manor.” 

“But,” aStCoke himself says in one place, “I perceive myself 
rashly running into an inextricable Labyrinth ; 1 will therefore 
sail no longer in these unknown wasts, but will hasten home^ 
ward®;” To^he economic historian the exact legal ^position of 
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the customary tenants during the Inclosures is a maWr, after all, 
of only secondary interest. The prime fact for his purpose is that 
a number — and we are now getting a more exact nf&tiori of the 
number — of customary holdings did actually disappear. . A 
secondary fact, of a difl'erent order, is that during that same period 
the law’ of coj^yhold tenure was in process of formation. And it 
would seem primd facie probable that the movement of enclosure 
was facilitated in its earlier stages by the inchoate state of the 
law. But the development of the law is a matter fcfr the legal 
historian. The prospects of advance in that direction are much 
more hopeful now than they w^ere twenty years ago ; for Maitland 
has meanwhile placed the idea of evolution in a* far more dominat- 
ing position in legal studied’. Even to a layman, who has only 
looked through a few^ Complete Copyholders and Court-keeper's 
Guides, it is apparent that what is now w^anted is for some legal 
historian of the Maitland school just to work through the recorded 
decisions of the courts, together with the various recorded local 
settlements, of the period 1400-1700, in an entirely objective and 
severely chronological fashion. 

In his last chapter INIr, Johnson draws a comparison between 
England and other countries. He is inclined to think that “the 
peasant proprietor^ is declining in numbers on the continent of 
Europe,” and that “the fabric of rural society is undergoing the 
same process of disintegration as England first underw’^ent at the 
close of the fifteenth century.” But these are somewhat of the 
nature of obiter dicta ; and Mr. Johnson does not suggest that 
they are based on anything like the same wdde^ range of evidence 
as his historical conclusions for England. The position of the 
peasant proprietor, in France, Germany, and Russia alike, is at 
the very centre of social controversy : it holds, for instance, a most 
important place in the debate in Germany between the Marxists 
and the Revisionists. It is perfectly possible to get the most 
diverse judgments from equally honourable writers ; and it behoves 
the English reader to be particularly cautious as to the authority 
he ‘follows. The figures for the last Occupation Census of 
Germany are not yet, I believe, available ; but we may remember 
that, according to the census of 1895, while the petty Jioldings 
slightly decreased between 1882 and in number and tofal 
area, the peasant farms of from five t(^fty acres increased in 
both respects, and qcciipied in 1895 1'26 per cenk more of the 
cultivated area than at the beginning ok the period. As Dr. David, 
well-known Socialist authority •on agriculture, felt bound to 
declare y in* the teeth of the a priori anticipations of his Sdfcialiat 
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colleagues, “The peasant properties which made headway were 
precisely those which were big enough, and not too big, to com- 
pletely oceftpy and maintain a family.” 

. So far as we can judge from the local reports sent in on 
the occasion of the Paris Exposition of 1900 (from which some 
extracts are gi'^en in M. Gide’s Economie SocAale), the middle- 
sized peasant properties are maintaining themselves, or even 
gaining ground, in France, and it is chiefly the holdings which 
are too sifiall to support a family that are heiv and there dis- 
appearing. How^ever this may be, it is well that we should be 
invited to make the comparison : for English history has long 
t)een too narrowly Anglican. We want two things m historical 
work : the presentation of large new facts and the statement of 
new problems ; and in this exc(‘llenl book Mr. Johnson gives both, 

W. J. A^hlf^^ 

Cours d' Economie Politique 'projen^e ri VEeole Nationale des 
Fonts et IHiausses. Par C. Colson. Livre Sixuunc* : Ijcs 
travaux publics et les transports. (Paris : Alcan. 1907. 
Pp. 527.) 

• 

The sixth and last volume of M. Colson's (Jourse may properly 
be made the object of a separate review. It is distinguished 
from the preceding volumes in that the greater part of their con- 
tents has appeared in earlier editions. Besides, it is not only 
the conclusion, but also the final cause of the w^hole work : “Ic 
but en quelque sort,” says the author, “de tout le Cours.” It is 
the crowning height to wdiich the preceding parts laad up by a 
magnificent gradation. The reader must tread the greater part 
of this ascent by himself. We can only offer guidance at the first 
stage. The first volume calls for some notice here so far as it 
bears upon the volume that is under review. 

A reader who, having some previous acquaintance with the 
economics of transportation but not with M, Colson’s earlier 
volumes, should take up the last one, might be surprised at *the 
absence of reference to the literature of the subject. In parti- 
cular hq would desiderate grateful allusion to one of the author’s 
predecessors in office, ar^ studies connected with the Fonts et 
Chau^eeSf the illustrious Dupuit. This reticence is justified, or 
at least acknowledged, ill the introduction fo the whole Course, 
where the author, referfiiig to the diversity of economic schools, 
says it has been his object to present the leading common feature^ 
without entering into the details of quotation and reference. “I 
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have refrained,’’ he says, “almost^ entirely from bibliographical 
references, which fill so large a part of modern works if they 
are to be given with sufficient fullness and precision# to be used 
for the purpose of indicating the part played by each earlier writer 
in the successive elaborations of a doctrine, it would be necessary 
to devote to references an amount of space vt^h^ch would have 
entirely exceeded the limits of this work.” 

A'pro'pos of M. Colson’s French predecessors, the English 
reader may like to be reminded that he employs Siapply and 
Fernand curves differing in one slight particular from those 
which Dr. Marshall has made fiimiliar. The abscissa m^sured 
on the horizontal axis (usually designated by O-X), represents, iii 
the French system, the pricof, not the aiViount of commodity which 
is offered or demanded at a price. Since the abscissa is by a 
general convention usually employed to represent the independent 
variable, the Cournot-Dupuit-Colson system may seem preferable, 
so far as the amount demanded or supplied depends upon the 
price. But when, as in the case of Dr. Marshall’s ‘Tong-period ” 
supply curves, the price (or range of prices during ’a short period) 
is considered as changing with the scale of production, there is a 
certain propriety in regarding the amount as in some sort the 
indc'pendent variable. We have taken the liberty of turning one 
of M. Colson’s diagrams through a right angle, so that the 
English reader may more readily apprehend the author’s 
reasoning : — 



One important argument relates to the case in which a 
monopolist, instead of charging a single price for a whole class 
of commodities, charges different prices for different species 
thereof. 

‘‘Let 0 h be the single price which \v^ild bring to its m*aximuip 
the gain of the monopolist, represented b^the area B a h [0 a 
representing the cost of production of a unit of commodity]. Sup- 
pose that while maintaining this price Jov the p*urohaser who 
Q^nnot pay more, the monopolist makeS a higher price 0 ¥\ and 
nflanages th&t it should be paid by tfiose purchasers <jaly who have 
a demand for the commodity at this price, the amount demanded 
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being B' b'. The monopolist’s gain^is increased by the rise of price 
paid on this amount of commodity; his gain is then represented 
the area B hi a ¥ B' The Purchaser’s Bent [corresponding 
to Dr, MarsEall’s Consumer’s Burplus'l is reduced for all those who 
pay* the price 0 ¥ and purchase at this price the quantity B' ¥ to 
the curvilinear area B' ¥ F. The surplus for those who could not 
pay the price 0 (j?', and continue to purchase tlie quantity B b/ at 
the old price, 0 b is represented by the an a B B' hj. The total 
utility afforded by the monopolised industry after the expenses of 
production diave been paid for. formed by tlie addition of the mono- 
polist’s gain to the purchaser’s nuit, remains what it was, equal 
to B hi a F. If now the monopolist makes a third price 0 b'', 
Wwor than 0 b, and manages 'thai it should be paid only by the 
purchasers of the amount b/', whicii corresponds to the increase 
of demand due to this lowering of it appears that his gam 

on his increase of sale is represented by the rectangle B'' b/' bj b.,". 
The purchasers wdio pay the j)ricu‘ 0 b^' for the goods which tlkey 
would still find it for their advantage to buy if they could not 
obtain them otherwise for prices botv'cen 0 h and 0 b'' benefit by 
a surplus represented by the area B'' B ” (VoL L, p. 223). 

Th(^rG ]s th\is brought out the important fact that a mono- 
polist, by charging two (or monO prices, can benefit at once 
himself and his customers. Tliis result is obtained by getting 
rid of the dead loss {pertc scche) incident to a single pri(H\ rc])rt‘- 
sented by the area B B" in our figure ; a loss to the consumer 
which is no gain to the monopolist. 

, This proposition remains true when the monopolist is the 
State. There is, indeed, a peculiarity iii tlio oxei'cise of monopoly 
by the State as coiuj)ared with th(i “(jcononiic man ” or company. 
It is op(ui to the State, by aiming at a [)oii]t a litth^ below that 
which affords the maximum of profit, to confer a considerable 
beimfit to its customers with very little loss to itself (Voi. I., 
p. 220; Vol. YL, pas^dm). There is here involved the impoHanl 
principle wdiich has been thus enunciated in the Economic 
Journal. “A small cluinge of an economic variable quantity at 
the niargir commonly causc\s a very small change in the corre- 
sponding surplus.” Th(' priority in the af)pljcation of this 
principle to l^conoinics seems to belong to Dupuit.^ 

Our limit(;d space does not [lermit us to dilate upon many 
topics ol great interest, such as the elegant illustration of the 
way in which general expenses - met by tolls (peages) — influence 
tMc character of compi^-tiikm (Vol. 1., p. 230), the analysi.;. of the 

• 

1 Sefe Ecionomtc JouRNAii, vdl. xviii, p. 400 ; and compare Dupuit, De 
Mesure de Vutiliie des travaux publics Annales des Fonts et Chausse^esy 1844, vol > 
ii, p, 870. • 
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entrepreneur's functions (pp. 269-273), the use of what some call 
a priori probabilities to show that the continued coincidence of 
supply- and demand-curves is incredible (Vol. L, p.^»308). That 
sort of probability is (in effect) again employed to estimate, in the 
absonc(3 of precise data, th(^ advantage obtained by consumers 
from a fall in price (Vol. VI., p. 203). 

The principles established in the first volume are applied in 
the sixth to Public Works. As we understand the definition of 
this term, the essential attribute is an absence of crompetition 
which !iecessitates the intervention of Government ; and the 
dilfereniia is the economic character of the service admitting of 
measurement by money. Railways and some otlier models 6T 
transportatioTi come under tliis category in that they require the 
sa'iiction of tlio State — a “private Bill" at least in England, if 
not a “eoneession," as in France, 'the masses of knowledge, 
marshalknl skilfully under leading principles, which M. Colson 
brings to bear on this subjVct, cannot be adequately passed in 
review. A desultory inspection is all that we can attempt. 

I. The principles which gov(U’n the price of transportation— 
fares and fnuglits — are first discussc^d. If all roads wore like the 
waterways of th(' ocean, a gift of Nature, the price of transporta- 
tion would nearly corrc‘spond to the prime, of “partial," cost of 
production. But, u\ fact, a considi-rahle part of the price consists 
of tolls, vvhcr(d)y tli(' cost of eonstructing the roads is compen- 
sated. The question is raiscMl, whether the State ought to defray 
this pari of the price. Certainly n^d, when the j^ervice benefits 
only some particular locality. l>nt so far as the use of a .general 
railway system is common to the (onimuiiity , it is not unreason- 
able that the community should contribute to its construction. 
Conversely, it is not unreasonable that tolls paid by the travelling 
public should be employed to relit ‘ve the general taxpayer. What- 
ever shares of the total utility f Monopoly Revenue + Consumer’s 
Surplus) maybe assigiit'd toth(‘ travelling public and the tax-payer 
respoctividy , the one imf)oitant condition is that the total utility 
should l)c maximised by ada|)ting prices to what each category 
of the traffic will Ix^ar. But M. Colson is well aware that it is 
often difficult to carry out this precept perfectly; to charge, for 
instance, a different fr(?ight for lime according as it is*^ destined 
for agriculture or building purposes, if that is a case in which 
the destination can only be known by the declaration of the 
customer — the “desliinataire." ^ - 

^ II. Statistical fact follows on, economic theory ; and in the 
^'second clfapter we are presented with figures ^nd diagrams 
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showing the extent, growth, receipts, expenses, charges of the 
roads, canals, harbours, railways in th(' principal countries of the 
civilised wcfc'ld. The relations between the State and private 
enterprise in the diffen^nt countries are eth:bitecl ; in particular, 
the transactions between the States and the railways in France:, 
a complicated subject, which not even Fn'uch lucidity can render 
attractive to the general reader. 

III. To measure tlie utility of improvements in traus})ortation 
is interestftig with respect io progress in ihe past, and useful with 
respect to projects for the future, TIk^ direct and main cause of 
increased advantage is diminislied cost. I'he statistics adduced 

in this connection, showing the cost of various kinds of trans- 

• * 

portation, cannot well Ik* reproduc(‘d in a summary. One di/ii- 
culty is caused by the gj’eat discrepancy lK*twe(*n extreiiu* and 
mean prices. For instance, transport acioss the* Channel ccists 
several centimes per ton-kilomet(‘r, wdiilo the charge., for the*, same 
unit of transportation in a sailing whip over distances exceeding 
20,000 kilometers might he some fraction of a millhnc. Another 
difficulty illustrates the composition of “toir’ and “fiartial cost” 
in the charge €or transportation by rail The average chiijgc fxu’ 
train-kilometer in, France is 2 francs 3d centimes. “But if wo 
inquire the (expense caused by running an additional train, within 
the limits of elasticity constituted by the organisation of the 
service, without increase of the pcmninel in the stations, we may 
estimate it as between 1 and 2 francs,” according to the circum- 
stances. So in the ojunion of many ex|)erts, the cost of the 
passenger service is such as to leave tlie companies very little 
profit. But this is not to say that the “partial cost ” of* production 
for one passenger more is not much less than w^hat lu* has to pay. 
Beduction of cost, as w^e understand, is the cause rather than 
the measure of advantage. Thus the annual turnover of the 
railways and tramways of the world may be estimated at 
30 milliards (£1 ,200 ,000 ,000) ; the transportation thus accom- 
plished, if effected by road, would [KU'haps represent an expense 
of 150 milliards. But we cannot measure the benefit procured 
for the public by the difference between these figures. Over and 
above the direct benefit, of which Purchaser's Surplus affords the 
correct measure, there is a stimulus to industry, a succession of 
beneficial consequences accumulating like a snowball. But this 
indirect benefit affords no ground for maintaining at the cost of 
the taxpayer an enterprise^ which cannot defray its cost of produc^ 
tion. Against the encouragTiment to industrial caistomers 
must now set the discouragement to the industry of the taxpayer, 
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a negative snowball of accumulating detriment. The indirect 
benefits are commonly exaggerated by the projectors, who clamour 
for (Tovernment assistance— like that one of Moliere’s bores, who, 
in order to inen^ase indefinitely the King's revenue, proposed : 
“En farneux ports do mor nu^ttre toutes les cotes.*’ 

IV. Under the head of Systhnes Grncraus de Tarifs, M. 
Colson considcirs different kinds of discrimination. In the dis- 
cussion of this and other topics, lie has been largely anticipat'd by 
oiH' English and S(^v(‘ral American writers. But even their 
n'aders may have something to learn from our author as to the 
methods of classification, and the variation of charges according tjo 
distance, practised on the Jhirojiean (^Vintinent. Competition is 
another eircurnstance j)r()diitung diversity of tariffs. The two 
speei(‘s d(‘signat(*d by Professor Piple]' as corniietition betW(H‘n 
routes and commercial rivalry, are classed by M. C’olson as “prix 
ha-mt'S,’' lie inchuh's in the same categtiry tlu‘ case in whicli 
a railway lowers its fn'iglits to encourage consumjffioii. 

V. (’omparing competition and combination, M. Colson is in 
accord with all high authoriti(\s in ruling out unqualified laisscr 
tdirv. , Discussing coinp('titiou bidween railways and other modes 
of transport, he s(‘vereiy condemns the [lartiality with which the 
subvention of th('. State is (auployed in France' to exempt canals 
from tolls, to the pn'judice of tlu' railway conipauii's and of the 
public. 

VT. If some Governmental interposition in “public works” 
must be admitted, what form shoui'^ ii take : operation or control? 
Our author inclines strongly to tlu; latter alternative. He argues 
that Governmental inaiiagemcnt is more ex[>ensive, and has less 
elasticity in the variation of charges according to what the traffic 
will bear. The })oIitical abuses to which Htate operation would 
load in Franco form the decisive argument against this regime, 
Tn the exercise of its control the State may [iroperly insist on 
new constructions and other improvcnu'nts being made by 
railway companies ; provided that the companies are guaranteed 
against the risk of the enjoined outlay proving unprofitable. 
Here, again, we come in sight of the important principle that a 
small loss to the monopolist may be a great gain to his customer. 

VII. The best method of securing co-oix'xation between the 
controlling and the controlled parties, ”lc concedant et le conces- 
sionnairc,”is a finaucial association. Tlie golden rule for securing 
coincidence of interest between the financial partners is that the 
Jjompany should not be called on to*make an outlay which exceeds 
its share of the resulting receipts. On this principle, net, 
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rather than gross, receipts should be divided between the parties. 
The .rule is sufficiently well carried oat in the arrangement 
between thdi State and the larger companies in France. But it is 
otlierwisc when, as in the case of the smaller companies, it 
becomes necc^ssary^ to substitute for the account of actual expendi- 
ture computed ot conventional amounts. The formula^ adopted in 
practiccj for this purpose are of extreme coui})lexity, presenting, 
when expressed in mathematical form, a fearful jumbk^ of symbols. 
Yet, after !ill, the main conditions for a “formula of exploitation ” 
are not satisfied. M. Colson proposes a simpler and doubtless 
more effectual formula i(*r the constructive expenses oi railway 
traffic. This “three-term formula” is of the type rM 6 R^c T \ 
wliere a represents gerua’a! oxpensci iiide])ondeiit of tlic amoijnt 
of traffic, R is the actual receipts, b is some projxu* fraction, T 
denotes the number of train-kilometers (le parcours IdlomHriqiue 
cles trains), c a fraction of the mean cost of an additional train- 
kilorncter. For instance, if that additional expense is about sixty 
centimes, then putting for c three-quarUrs of that moan cost we 
rnight have for* I) the constructive expenditures (in franc's) : — 

= 800+ A +0-45 T. 

. 4 

If the Company increases the train-mil eagd by an outlay of 
GO centimes per kilometer, and the receipts exceed the outlay, the 
Company will regain more than tlu'y have spent — three-quarters 
of the exp(mditure in virtue of the third term of the formula, 
and more than a quarter in virtues of the second term. On the 
other hand, if the receipts fall short of 60 centimes, the Company 
will have no interest in making an expenditure* which is 
unprofitable to the community. 

VlII. From Transportation our author goes on to the othtu* 
kinds of Public Works, such as the distribution of water and gas. 
But we liave said enough to excite the interest of the reader. We 
could not by a continuation of disconnected extracts convey an 
adequate impression of the work as a systematic whole. 
“Disjccti membra poetfle” cannot represent an epic. 

F. Y. Edgewobth 

Socialisiil and Government. By J. Eamsay MacDonald. M.P. 
(London : Independent Labour Party. 1909. Two Vols. 
Pp. xxxii^l67 and xiv + lG2. Price Is. paper, Is. 6d. cloth, 
each vol.) 

“Socialise will be led again and again into quagmires unless* 
it harmonises its politics with its sociology, and unifies its 
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theories of political and industrial organisation/^ This unification 
is Mr. MacDonald’s principal aim. He pursues it rather 
by way of criticism of Socialists’ views of pol^ical organ- 
isation than by way of criticism or examination of their views 
on industrial organisation, and this fact takes the bulk of his work 
oiitside the sphere which, however narrow Ih^; ignorant may 
suppose it, is quite big enough for a quarterly economic journal. 
The ecoiioiriist as a man and a citizen will find much of interest 
in Mr. MacDonald's reasons for disapproving of the Second 
Ballot, Jhoportional Re])rcsentation, the Keierendum, and a 
Second ('haiuber, and his reasons for approving Women’s 
Suffrage, but qua economist he may leave the mechanism by 
which the will of territorial societies are expressed to the politicist, 
if we may be allowed to coin a useful word. He has plenty to 
da in considering the economic results of the decisions arrived at 
by the help of that mechanism, whatever its precise nature 
may be. 

In politics Mr. MacDonald is inclined to see so much good 
in existing institutions that he would rank as a very good Con- 
servative, if that word was used in its original signification. This 
makes it rather surprising that he sees, or any rate speaks 
as if he saw, no good at all in existing economic organisation and 
something worse than no good in the economic organisation of 
seventy years ago. But perhaps we ought not to be surprised, 
since he calls liiinsolf a Socialist, and the true shibboleths, not of 
Socialism as the word is used by tliose wdio are not Socialists in 
any sense, but of Socialists who are willing to be called by that 
name,' are- “chaos ” and “capitalist anarchy.” The state of mind 
indicated by the application of these tcrnjs to the existing 
machinery and by the talk of the past 'Haisscr-faire period ” which 
usually acconipauies it seems just as w^anting in the true historical 
s[)irit as the “individualism” w^hich involved a belief that 
“liberty” and “property,” pretty nearly as they happened to be 
defined in English law- at the moment, were natural institutions 
good for all times and places, and must inevitably, if only allowed 
to w^ork without “interference,” produce the best possible 
economic conditions. The economic institutions of the present 
require alteration not because they are fundamentally ^adf, but 
because the circumstances are continually changing, and institu- 
tions, economic just as much as political, must h& appropriate to 
the circumstances. 

Perhaps, however, it does not'tnake much difference whether 
we regard existing institutions as finding employment for between 
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90 and 100 per cent, of the able-bodied, apd more or less adequate 
subsistence for 99 per cent, of the population, or regard them as 
refusing emfloyment and subsistence to the remainder. It may 
be said to be only a difference of emphasis, which affects general 
expositions of theory a good deal more than practical measures. 
This is true with regard to a great part of the social effort of the 
present time, but not with regard to the whole of it. Excessive 
hostility to existing arrangements leads to a,too ready acceptance 
of a territt)rial collectivism which has in reality very little to 
recommend it. Certainly the municipal ideal of a few years ago, 
in which the world was conceived as reorganised on the basis of 
ownership by the “people of the locality*’ of the land and capital 
within each arbitrarily defined town and rural district, has yo 
longer the hold which it. had on many minds. The weak 
consent to surrender half the proix)sed new British land tax^s 
to the localities may be said to testify that the ideal in question 
is not dead, but the fact that it was not at once decided to 
give the half-share to the localities in which the taxes were 
collected, and tlie fact that the German central authority is 
now putting in a claim ujx)n increment taxes heretofore purely 
local, show that it, is dying. But the municipal ideal has been 
succeeded by a national ideal which in princip4e is just as inde- 
fensible. An arrangement which tried to give the ground- value 
of London to .everyone who chose to live within the county, 
or the ground-T^Iue of the Witwatersrand to everyone who chose 
to live in Johannesburg would no doubt be more disastrous to the 
welfare of mankind than an arrangement w^hich gave these 
properties to the people who chose to live in the United Kingdom 
and the Transvaal respectively : but the two ari'angements have 
the same fault of inevitably causing an uneconomical distribution 
of population. They would both lead to the overpeopling of the 
portions of the world which are highly endowed by nature and the 
underpeopling of those which are poorly endowed. Thoughtful 
Socialists like Mr. MacDonald would do well to face the fact that 
they regard the distribution of population now existing as very 
nearly right from the point of view of mankind as a whole : they 
may quite justly think there are too many people in Whitechapel 
as* compared with South Kensington, but none of them really 
think that London ought to be in Galway. They say that Ireland 
ought not to ha^e been depopulated, but they do not say or think 
that the West of North .^Linerica should not have been populated 
directly and ij^directly by the^Erish emigrants. The territorial 
ideal of Socialism has hitherto provided no intelligible substitute 
No. 77.— VOL. XX. * F 
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for the forces which at present regulate the distribution of popula- 
tion, and yet its exponents seem to assume that the distribution 
will continue approximately as at present after the exiting forces 
have been removed. They are consequently as much in the air 
as the disputants on both sides of the fiscal controversy, who 
assume that the growth of population is quite independent of 
fiscal policy, so that England would have had just as many 
inhabitants if the Corn Laws had continued without alteration 
and Franco just as few if she had adopted Free Trade. ‘Socialism, 
to become up-to-date, must somehow manage to slough off 
feudalism and provide us with an ideal based on something more 
substantial than place of residence. 

Edwin Cannan 

Darwinism and Modern Socialism. F. W. Headley, F.Z.S. 

(Methuen. 1909. Pp. 342 -hxv.) 

« 

Since there are still many people who are not clear as to thci 
primary meanings of individualism and collectivisni, it is doubtless 
desirable that there should be popular books to enlighten them. 
Mr. Headley has set forth to supply one of .those expositions, 
confident that the ^errors of Socialism must ‘‘of course” be made 
manifest thereby. 

The thesis of tlie book is that a struggle for existence is and 
must be a permanent condition of progress among men and States, 
as among plants and animals. Tf life is made too easy for 
individuals, they degenerate; if a State is too prosperous, it loses 
in patriotism and solidarity. The need for self-defence explains 
the prolonged existence of early forms of communism ; a rather 
lengthy description of the mir and of manorial life illustrates 
this. But the same reason will not apply to the Socialism of the 
future, w^hich is to take effect on a large scale, if at all, and must 
deaden competition between individuals and localities. Govern- 
ments have aiot shown themselves capable of extended control of 
industry ; and in different chapters the author sketches briefly the 
lack of balance in national and municipal administration and 
expenditure. Character, not circumstances, really afl*ect§ a man’s 
position in life ; therefore limit capitalism by more factory acts 
and land laws if necessary, so that character may have more 
scope for expansion. It is not easy io criticise « such a book, 
which, within its own necessary limits, is well done.. It is 
a vigorous colloquial reply to ordinary Socialist views, giving a 
certain amount of historical and scientific background to the 
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picture of the modern State. The author bears lightly on a 
^reat number of topics, in a way that the convinced Socialist 
might feel^ to be superficial, and his assurance on difficult 
pfoblems, such as the feeding of school children, adds perhaps 
unnecessarily to this impression. But his treatment is fresh and 
original, and sil^plies a very sensible answer to popular arguments. 

C. V. Butler 

Das philosophischc-dkonomische System des Marxismus. Von 
Dr. Emil Hammacheb. (Leipzig : Duncker and Humblot. 

1909. Pp. xi+730.) ■ 

• 

A CEETAIN professor of economics at one of the German 
universities insists that all his students shall be acquainted with 
the Capital of Karl Marx. The professor in question is not* by 
any means a Marxist, but his reason is that he believes, . 
and rightly believes* that one can learn a great deal of 
economics by^ a thorough mastery of the great work of 
Karl Marx. Marx, however, is difficult, and very often contra- 
dictory. It is necessary, therefore, to have a guide. Dr. 
Hammacher has done a great service to all students by the pub- 
lication of his book, which deals not only with Capital, but with 
the whole system of Marxian doctrine, and deals with it in an 
exhaustive fashion. 

If we were asked to characterise the book by one word, it 
would be ‘‘thorough.’’ Dr. Hammacher gives evidence of an 
immense amount of reading, and his numerous extracts from the 
authorities he quotes add to the interest of the book. It is true 
that they help to swell the size of the volume, but on the whole 
we think that Dr. Hammacher has been justified by the result. 

The book is divided into three sections. In the first, the 
author traces the genesis of the Marxian system, showing how 
much Marx was influenced in his philosophical views by Hegel 
and Feuerbach, in his economic ideas by Bicardo, and in his 
general outlook on social life by the industrial conditions prevalent 
in his day. Dr. Hammacher quotes with approval a letter of 
Lassalle*to M&rx in which the former speaks of the latter as ‘'a 
Eicardo who has become a Socialist and a Hegel who has become 
a4 economist.’’ He even ^ees the influence of Hegel on the later 
developments ih the Ma];xian system. For just as the Hegelian 
metaphysics, from its very natigre, grew into a right and left wing, • 
so, too, Marxitm split up into an orthodox and revisionist camp. 
In the same Way, our q^uthor gives full attention to Engels, who 

F 2 
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contributed no small share to the building up of the Marxian 
system. • . 

What that system is, what its main characteristics, is dealt 
with in tlie second section as fully as one could wish. Nothing ds 
left out. The special Marxian idea of work, the idea of pro- 
ductivity, the views on marriage and the family and even the 
place of religion— all are discussed. Dr. Hammacher devotes 
special attention to three points : to the materialistic conception 
of history, to the idea of the social class, and to the 1;heory of 
surplus value. In each case he considers his subject philosophic- 
ally and historically; indeed, it is » this two-sided treatment of 
every question that makes the book so valuable. There is nothing 
very new in Dr. Hammacher’s descriptive account of these 
subjects, but his fullness is admirable. 

It is in the third section of the book, where he criticises the 
whole Marxian structure, that he is at his best. This section 
extends to half the book, and contains many valuable contributions 
to learning. Dr. Hammacher criticises Marx adyersely for his 
view that the struggle for existence is for material wealth. He 
holds that it is rather for power and distinction. Progress, in 
his view, does not come about merely as a result of the desire to 
satisfy physical wants. For a-U men are alike in their wish /to. 
have those wants satisfied. Progress is due rather to the desire 
of man to attain importance m his social group, to be distin- 
guished in one way or another above his fellows. It is a mere 
assumption, therefore, to say, as Marx does, that the class war 
is due to economic causes. Like the individual, the social class 
struggles, not for material wealth, but for power. Furthermore, 
Dr. Hammacher holds that there is no reason for asserting that 
all history is no more than the history of class wars. This he 
w^orks out at length, and the account is interesting reading. 

As might be expected, Dr. Hammacher devotes much space 
to the Marxian theory of value, more especially to his theory of 
surplus value. The Marxian theory of crises al^o receives atten- 
tion, and here our author admits that, on the whole, Marx is 
correct in his analysis of the causes of crises. Incidentally, he 
touches on points of great interest. He quotes cha{)ter and verse 
(for example) for the view that Free Trade is part of the polio^ 
of the German Social Democrats, not because it is likely to heip 
forward the Socialist ideals, but because^ compareQ with Protec- 
tion, it is the lesser evil. He praises Marx and Engels for having 
foreseen the trend of the “woman question,** for feaving realised 
that the recognition of the equality of the ^exes was only a matter 
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,of time. And he draws a most interesting j)arallel between the 
views of Marx and Nietzsche t (Be it remembered that Nietzsche 
was one o^ the bitterest opponents of Socialism.) 

. We can heartily recommend Dr. Hammacher’s book as an 
excellent study of the Marxian system. Despite the many criti- 
cisms of doArine — criticisms which he ably supports "by an 
immense amount of learning — he is yet sympathetic towards the 
Socialist movement, and holds that it is anything but Utopian. 
He is dffetinctly optimistic for the future. But let him speak for 
himself. “Mankind up to now,” he says (and with this we con- 
clude), “has not known how to put the riches it has gained to 
the best possible use. put he who has eyes to see and ears to 
hear can feel the new age approaching, with newer ideals .that 
fall like the sun’s raysi on the heart of the present generation. 
We are tired of material prosperity, which our fathers made for 
us, and of which they were so proud. We want something else. 
We want a different kind of culture, which shall give life a new 
meaning. In the next age. Idealism will take the place of 
Materialism, ‘and mankind will be healthier in body and soul.” 

M. ElfSTBIN 

Les Societes Co-opiratives de Consommation’ Par Charles Gidb, 
Professeur d’Economie Socialc k la Faculte de Droit de 
rUniversitd de Paris, &c. 2nd edition. Revised and with 
additions. (Bibliothfeque du Musee Social. Paris : Armand 
Colin, 5 Rue do Mdzieres.) 

M. Gide’s Co-opdratives dc Consommation is the equivalent 
of the English “ Distributive Co-operation,” the co-operation, 
that is to say, of which the initial step is the association of a 
group of consumers for the purpose of supplying their personal 
demand. Distributive co-operation thus starts from the consumer. 
Productive co-operation, on the other hand, begins with the 
association of a group of producers who aim at retaining to them- 
selves the profits of their industry. Productive co-operation thus 
starts from the producer— and from one kind of producer. 

But since every member of the public is a consumer, the first 
•kind of co-operation can, without any change of principle or 
.method, go quietly on until every civilised inhabitant of the globe 
suppliies his needs through a co-operative store ; while, since not 
every member of the pubhc is a producer (there must be policemep, 
carters, tram-drivers, railwa;^ men, magistrates, teacliers, doctors^ 
inspecljors, and civil servants), productive co-operation must 
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inevitably remain, even in its utmost development, sectional. 
The difference is the difference' between Free Trade and Protec- , 
tion; and it is noteworthy that in England, where (^-operation 
has reached its highest development, its rise begins to be per- 
ceptible soon after the establishment of Free Trade. 

In France, which entered the co-operative rield late, the 
movement has been divided, owing to the desire in some quarters 
to give it a consciously and avowedly Socialist character; while 
in Belgium the Socialist leaders deliberately organised di^tribiitive 
co-operation as a ix)litical measure. In Germany, where the 
earliest distributive society dates only from 1864, co-operation has 
made immense strides. As M. Glde s^ys : “In that field, as in 
the .industrial field, she aims at outstripping England; and at 
her ])resent rate of progress it seems likely that she will succeed.” 
Not- improbably a slightly higher level of general education among 
the German working classes has made a larger proportion of them 
able to understand the principles upon which co-operation rests. 

A particularly interesting chapter is that upon “Causes of 
Success and of Failure.” First among difficulties comes that of , 
finding the right manager; for “capable managers prefer to 
remain in the service of firms where they may find more security, 
more prospects for the future, and probably higher salaries.” , On 
the other hand, this country, at least, is beginning to prodiice a 
class of persons — a class that in the younger generation seems 
to be rapidly increasing — to whom no work is interesting unless 
its aim is larger than a mere personal one. A man of this type, 
if he happens also to possess business capacity, is the ideal 
manager of some co-operative enterprise ; and English co-opera- 
tion has attracted many such men. Possibly a greater acrimony 
of party divisions in France may tend to restrict the choice of 
managers; and this restriction may, in part, explain that smaller 
degree of success which M. Gide is inclined to attribute to racial 
differences. 

Very important, again, to the success of a co-opqrativc society 
is its environment. Hitherto co-operation has found most diffi- 
culty in establishing itself in capital towns and in country districts ; 
w^hile the soil in which it flourishes most readily is U population 
of regular wage-earners : a manufacturing or mining district of 
considerable size. Up to the present tipic, it is certainly tru^ 
that “in the middle z^me is found the chosen spot fof co-operative 
fi^cieties.” Neither the very poor nor t*he professional classes 
ivAve been reached. The problem of co-operative provision for 
the poor must long remain a very difficult one, of which the solu- 
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tion probably lies not in bringing down co-operation to the level 
of the poor, but in bringing up the poor to the level of co-operation. 
As regards ^he professional workers, however, the time would 
seem to be ripe, in England at least, for an earnest attempt to 
enlist these in the main co-operative movement. 

For the geAeral reader not personally interested in co-opera- 
tion, the most illuminating chapter is that headed : “The Struggle 
between the Co-operative Societies and the Tradesmen.” Nowhere 
else has Mie whole ix)sition been so briefly and so lucidly stated. 
“Trading on a small scale appears to be definitely doomed by 
economic evolution as a form of defective and costly machinery . . . 
Snd the only question presented* to-day is whether the co-operative 
society or the large shop shall take its place.” . . . “In a word, it 
may be hoped that distributive co-operation will allow us* to 
escape the alternatives that would else be imposed upon the con- 
sumer — either of continuing to bear the cost of an obsolete system 
like that of small trading, or of becoming the vassal of a com- 
mercial feudality.” 

M. Gide’s volume is one to which no review can do justice. 
It is already compressed, and every extract loses by removal from 
its place ; emphatically it is a book not to read al)out but \o read. 

Clementina Black 


Salaire et Droit d V Existence. Par J.-A. Eyan Professeur de 
Morale ot d’Economie politique au Grand S6minaire de 
Saint-Paul do Minnesota, traduit de T Anglais par Lazare 
Collin, avec une preface de Lucien Brocard, Professeur 
d’Economie politique de la Faciilte de Droit a Nancy. 
(Paris : Giard ot Briere. 1910. Pp. xlvii-f-364.) 

This book, of which a translation into the French is before us, 
is the work of an American Catholic, and deals with the question 
of a minimum wage from the Social-Catholic standpoint. The 
claim to this is based on the “right to live,” and by it is under- 
stood a sufiBciency to provide for an adequate standard of living 
{existence convenable) . This attitude has much in common with 
that of the Socialists, yet is distinct from it ; and this is shown 
in a very interesting preface by M. Brocard, who also traces the 
connection o£»the proposal for a minimum wgige with the precepts 
of mediaBval canonists. • • 

The booi^ itself is divided into four parts, of which the firsli, 
contains a preliminary and historical survey of the subject. It 
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deals severely with the assumptions of the older economists — the 
wages-fund, laissez-faire, &c. — and briefly refers to the authoTities 
that favour a minimum wage, from the fixing of wa^s by law, to 
the Kerum Novarum of Leo XIII. and the Trade Union claipcis. 
Then in the second book we get the actual claim outlined, under 
the title of “Base, Nature et Contenu du Droit.** The claim 
is one of right, though the equality of natural rights is not tenable 
in practice. It springs from the right to live upon the products 
of the earth, and is higher than that of private property. There 
is an interesting treatment in the third and fourth chapters of 
the question of a living wage for the individual and the family, 
respectively ; and the part concludes with an attempt at a concrete 
estimate of what a living wage actually is. 

The subject is continued in the fj;*st chapter of Part III. 
in, an inquiry into the number of workpeople in America 
whose wages do not reach the estimated rate. This part 
of the book, indeed, deals with the economic forces on which 
the payment of a living wage depends ; and the author 
holds that the payment of such a wage would greatly increase 
industrial resources, for several reasons, including, first, the 
increased spending power of the mass of the. population. The 
author then goes «on to consider price, out of which “all the 
factors in production are paid.** and in considering how it is 
regulated, he criticises the “inexactitude** of the Socialist theory 
of Value. After this he considers in turn Kent, Profit (Minimum 
and Differential), Interest, and Wages. Profits are the reward 
of the entrepreneur, and interest has its justification in the in- 
creased productivity of capital. 

But the “living wage** must take precedence of all other 
claims, even that of capital for a share in the increased pro- 
ductivity which it causes. “Une Societe cst obligee de payer un 
salaire permettant de vivre au depens des dividendes.*’ This is 
the theme of the fourth and concluding part in “Les Obligations 
Correspondant au Droit.*’ This deals with the Employer (ch. i.), 
with the Lender of Capital, the Landed Proprietor, the Consumer, 
and the Eich (ch. ii.), with the Workman (ch. iii.), and the 
State (ch. iv.). It then concludes with Summary* and Conclu- 
sions. There is a considerable list of books consulted, but no 
index. As already mentioned, the Preface, written by M. Brocard, 
is very interesting. ' t 


N. B. Dearlk 
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Women in Industry. A Study in American Economic History. 

* By Edith Abbott, Ph.D. (New York and London : D. 

AppletoAand Co. 1910.) 

In this valuable contribution to the study of women’s employ- 
ment, Dr. Abb^t has restricted her investigations to what ate 
technically knov/n as “industrial” occupations as distinguished 
from domestic, agricultural, commercial, and professional employ- 
ment. MSreover, “the present study is not an investigation into 
present conditions of women’s work and wages, but an inquiry 
into the history and statistics of the employment of women in 
ifmerica,” with a view of examining proj)erly certain fundamental 
questions. “How far is the gainful employment of women, 
either in the home or awjiy from it, peculiarly characteristic of 
the nineteenth century? Has the growth of our manufacturing 
industries provided a new field for the employment of women? 
Or has there only been an increase in the opiwtnnity for work 
in those employments which have long existed? And has the 
result of it all been that w'hat was formerly ‘ men’s work ’ has 
passed into the hands of women ? ” 

To the English, reader the answers to these questions, so far 
as they relate to the United States, are of less# interest than the 
contrast afforded by the illustrations of old-world tyijcs in new 
settings given us in the earlier chapters of the book. In England 
the puritan and the hedonist have lived too near each other to 
escape interaction. In the Northern States of America in colonial 
days no conception of any joy in life seems to have existed except 
in the form of temptation, and from infancy onwards the one 
aim of parents and governors seems to have been to prevent 
Satan from finding any idle hands to do his work. 

In the early days “the Puritan belief in the virtue of industry 
and the sin of idleness,” which led to the active insistence on 
the employment of little children, does not seem to have been 
tainted by the paternal love of lucre which can bo traced in the 
later records. Whore barter prevails and labour is exchanged 
directly for labour, there is probably far less danger of children’s 
energie8.being used to any unnatural extent. But, on the other 
blind, where all the elders arc busily employed and overworked, 
a^bliudnoss to the beauty of childhood seems to develop itself. 
A chapter in the Appendix on “Child Labour Jbefore 1870 ” shows 
that throughout the sefentoenth and eighteenth centuries the 
court record^ and province Iftws give evidence of t];ie serious*, 
atteropt made to prevent idleness among children. In 1641, in 
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Massachusetts, “it is desired and will be expected that all masters 

of families should see that their children and servants should be 

• 

industriously implied (sic) so as the mornings an<^ evenings and 
other seasons may not bee lost as formerly they have bene/* . For 
a child to “keep cattle” alone is not to be industrious in the 
Puritan sense, and it is decreed that such children as have this 
for their occupation shall also “bee set to some other impliment 
withall as spinning upon the rock, knitting, weveing tape, &c/* 
The Great Law of the Province of Pennsylvania provides that 
all children “of the age of twelve years shall be taught some 
useful trade or .skill, to the end none may be idle, but the poor 
may work to live and the rich if they become poor may ifot 
want.” Virginia shows a worse record than the Puritan States, 
for “the London Company was not fngaged in teaching moral 
precepts and its records indicate that child labour was accepted 
without any question as one w^ay of developing the colony.** A 
letter from England in 1627 relates that “there are many ships 
going to Virginia and with them fourteen or fifteen hundred 
children.** 

Whatever grievances women may have had in colonial days, 
it is clear that they could not complain that^they were shut out 
from useful employment. “Perhaps the best expression of the 
prevailing attitude toward the employment of women at that time 
is to be found in one of the Province Laws of Massachusetts Bay 
for the session of 1692-93. The law ordered that every single person 
under twenty-one lYiust live “under some orderly family govern- 
ment,** but addexi the j)rovisr> tJiat “(his act shall not be construed 
to extend to hinder any single woman of good repute from the 
exercise of any lawful trade or employment for a livelihood; 
whereunto she shall have the allowance and approbation of the 
selectmen.’* The colonial attitude towards women’s work was 
one of rigid insistence on their employment. 

Dr. Abbott enumerates the occupations pursued by women in 
pre-factory days, and especially notes that the domestic servant 
ill the seventeenth and eighteenth centuries was employed for a 
considerable part of her time in processes of manufacture and 
that one might well classify this as an industrial occupation. 
“A servant, for example, who was a good spinner or a good 
tailoress was valued accordingly, and advertisements in eighteenth 
century newspaper^ frequently mention this as a qualification.” 
“Sewing and tailoring were standard occupations and were 
variously ^ remunerated—one woman made ‘ shirts > for the 
Indians ’ at eightpence each, and ‘ men’s breeches ’ for a 
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shilling and sixpence a pair, and in addition to this work of 
tailoring she taught school, did spinning and weaving for good 
pay, managed ^er house, was twice married, and had fourteen 
childi:en.” ' 

, The history of the transition period, to which Pr. Abbott 
devotes a chapter, lias much resemblance to our own industrial 
history. Before power-spinning machinery was set up a practice 
had arisen of collecting yarn from the spinners in the homos, and 
having it w8ven in “manufactories” or rooms where several 
looms were gathered. The first cotton mill in which a complete 
set of the machinery necessary for spinning was successfully 
iuslalled was established by Samuel Slater in Ehode Island in 
1789, his operatives apparently being between seven and twelve 
years of age. Weaving die] not become a factory occupation in 
the United States until after 1814, when the power loom was^ 
first used there. In the interval the groat increase in the supply 
of yarn had created a new demand for weaving, and, as the use 
of the flying shuttle as early as 1788 had greatly lightened hand- 
loom weaving, w6men were more and more frequently employed 
as weavers, while — to quote a writer in 1814 — “the male weavers 
employ themselves in superintendence, instruction, superior or 
oth(ir operations, and promote their health by ©ccasional atten- 
tions to gardening, agriculture, and the clearing and improve- 
ments of their farms.” As a result of the introduction of the 
factory system in the textile industries, “the work which women 
had been doing in the home could be done more efficiently outside 
of the home, but women were carrying on the same processes 
in the making of yarn or cloth. The place and conditions of 
labour had been changed, but women’s work continued to be an 
important factor in the industry.” 

It is in the account of the establishment of the factory system 
in the United States that we begin to feel the absence of the Art- 
Socialist, who in one guise or another has always made himself 
heard in England wherever “industrial progress ” has laid its hand 
on women and children. “ The young females in the cotton mills,” 
said Matthew Carey in 1824, “contract habits of order, regularity, 
and industry, which lay a broad and deep foundation of public 
aiffl private future usefulness. They become eligible partners for 
lif^for young men, to whom they will be able to afford substantial 
aid in the support of families. Thus,” his crowning argument 
was, “the inducement tb* early marriages ... is greatly in- 
erfeased . , . ijpd immensely ifhportant effects producej^ on the 
welfare of society.” The committee on cotton of the “Conven- 
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tion of the Friends of Industry,” held in New York in 1B31, 
reported that “Daughters are now emphatically a blessing to the 
farmer. Many instances have occurred within the personal 
knowledge of individuals of this committee in which the eajmings 
of daughters have been scrupulously hoarded to enable them to 
pay off mortgages on the parental farm.*' Iri a “Petition from 
Citizens of Pennsylvania ” in 1820, women in villages remote 
from manufacturing centres were described as “doomed to idle- 
ness and its inseparable attendants, vice and guilt.”'" Commenda- 
tion was solicited for certain machines on the ground thaf they 
could be turned, one sort by children from five to ten years, and 
the other by gilds from ten to twenty ytrars. One protectionist 
canffiilly worked out the exact gain that came to a typical 
village from the fact that its childi\‘n could find work in neigh- 
ybouring textile factories. Pic came to the conclusion that “if we 
siippose that before the (establishment of these factories, there 
were tv'o hundred children between seven and sixteen years of 
ag (3 that contributed nothing toward their maintenance and that 
th(\y are now employed, it makes an immediate difference* of 
$13^500 a y(‘ar to the value produced in the town.” 

Harriet Martineau has made English readers acquainted with 
many of th(i ccrttoii of)e]-atives who worke d in the Lowell mills 
by her collec’tion of extracts from their magazine, The Lowell 
Offering, publiwshed under th(‘ title of “Mind among the Spiixdles'.” 
It has left an idealised impression of the condition of th6' early 
mill operatives. “Conditions of work in the cotton mills of the 
first half of the nineteenth century were, in fact,” says Dr. 
Abbott, “far from being as vsuperior as the early body of opera- 
tives.” Hours were notoriously long, often from five in the 
morning till seven at night, and in some Lowell mills the actual 
working day, exclusive of meal times, varied from twelve hours 
in the winter to fourteen in the summer. “But the girls stayed 
so short a time, and brought such good constitutions with them 
from the farms, that th(W seemingly escaped ill-health as a result ; 
'or if they became ill, they at once went back to their homes, and 
Lowell’s bill of health was left clean. Many of them, too, 
worked only eight or ten months of the year and spent the r^st 
of the time in their country homes.” This chapter on “Early 
Mill Operatives ” is full of interest from many points of view^ 

Dr. Abbott, in subsequent chapters, carefully traces the posi- 
tion of women in the United States the manufacture *of boots 
and sliqes, cigar-making, the filothing industry, and printing 
throughout the nineteenth century. Here and there we are a 
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little puzzled in pursuing our way through the intricacies of the 
American census of occupations and of manufactures, and are 
inclined to attnbute some of our confusion to the author. But 
the main thesi'of these chapters is unaffected by defectiveness 
in statistical material, and the history of these trades in the 
United States maybe most usefully contrasted with their develop- 
ment in the United Kingdom. 

In a chapter on “The Problem of Women’s Wages,” Dr. 
Abbott compares the median wages of men and women and 
discusses their relative efficiency. Her study of the data is 
summarised as “contributing additional evidence in support of 
the fact that, in general, the low wages of women in industrial 
occupations is not unequal pay for equal work, but unequal pay 
for different and probably ii^fcrior work. In the final chapter on"' 
“Public Opinion and the Worldngwoman,” Dr. Abbott calls, 
attention to the fact that the “woman movement of the last 
century belongs almost exclusively to educated women.” “So 
far as industrial employments are concerned, they were considered 
especially suited to women at a time when men did not regard 
such work as profitable enough for themselves. I3y prior right 
of occupation, and by the invitation of early philanthropists and 
statesmen, the workingwoman holds a place of •her own in this 
field. In the days when the earliest factories were calling for 
operatives, the public moralist denounced her for ‘ eating the 
bread of idleness ’ if she refused to obey the call. Now that 
there is some fear lest profuse immigration may give us an over- 
supply of labour, and that there may not be work enough for 
the men, it is the public moralist again who finds that her proper 
place is at home and that the world of industiy was created for 
men. . . . The efl'orts of the professional woman to realise a 
new ideal of pecuniary independence, which have taken her out 
of the home and into new and varied occupations, belong to 
recent, if not contemporary, history. But this history, for her, 
covers a social revolution, and the world she faces is a new one! 
The woman of the working classes finds it, so far as her measure 
of opportunity goes, very much as her great-grandmother left it.” 

C. E. Collet 

W^n and the Trades. Pittsburgh, 1907-1908. By Eliza- 
beth Beabpslev BdtLbb. (New York : pharities Publica- 
tion Committee. 1909. Pp, 440.) 

Miss Butl«b’s investigation is, we are told, the first general 
survey of the women-em ploying trades of an American city. “It 
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is an interpretation of an industrial situation which id repeated 
over and over in American cities.’* To the English reader, ^the 
description of the conditions under which women are employed 
in some of the [Pittsburgh industries recalls some of the hprrors 
of our own industrial expansion in the late ei^teenth and early 
nineteenth centuries. Miss Butler has made a detailed and 
thorough investigation of the 449 factories, which, besides shops 
and stores, employ a total of 22,185 women. She gives an 
account of the canning, confectionery and cracker iildustries, the 
stodgy or cheap cigar manufacture, the needle trades, the cleaning 
industries, the metal and glass and the miscellaneous and corn- 
mcrcial trades. Tn each case we have a detailed account of the 
conditions under which the work is carried on, the numbers 
employed, the hours worked and the, wages paid. The last four 
^chapters contain a rdsume of industrial conditions, the general 
conclusions which the writer draws, and her indications of how 
and wliere iinprovement is to be sought. 

The entin^ work is systematic and well -arranged. It gives 
evidence of careful and accurate investigations,* interpreted with 
a sympathetic understanding of the conditions, and it has the 
further merit of impartiality. “An industrial movement which 
makes for chcjspness says the writ(ir in the introductory 
chapter, “or for (‘fficiency, or for tlie utilisation of a hitherto only 
partially utilised labour force, cannot be turned back by any 
theory of its inappropriateness.” She proceeds to prove lier case 
for directing and controliing by law a. rid public opinion industrial 
movements and practices which constitute a danger to the nation. 
A summary of her lindings shows tliat the hours worked are 
unduly long ; that the <v^ages of 60 per cent, of the operatives are 
insufficient to support life, and that the conditions under which 
the work is carried on are, with very few exceptions, injurious 
to health in the last degree. The Pennsylvanian law provides 
for a maximum sixty-hour working week and ten-hour working 
day, but it would seem that although employers have on the whole 
discovered that overtime is not to their advantage, yet the law 
is more honoured in the breach than in the observance. Legal 
regulations enforcing cleanliness, ventilation, and the •guarding 
of machinery seem to be altogether absent. It is interesting Ifco 
note that an ironing machine, protected with hood and vent pipe, 
is manufactured for the export trade to Great Britain, but is not 
to be found in a single one of the tliiiPiy-two steam laundries of 
Pittsburgh. The law orders seats for women i% factories and 
stores, but only two factories, one laundry and two mercantile 
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houe^ provide liiem. The high “speeding” found in all 
fSiCtories is the Iftst word in injury to the working girl’s physique. 
The straip and' tension necessary to keep up with a machine, 
or to get throu^fh the requisite amount for a normal day’s wage, 
lead to frequent ^ases of nervous breakdown. A very few years 
sufifice to wear out th'e girl, and she proceeds with health impaired 
and vitality lowered to marriage as an escape from the evils of 
her condition. 

The summarised conclusions are sufficiently depressing, but 
Miss Butler describes them with admirable restraint. The 
example of a few enlightened employers has already shown how 
th# conditions of work can be made not only healthful but agree- 
able. Here higislation must* sbq) in, and it must be adapted to 
the special needs of each industry. The wages question presents* 
a deeper problem. The majority of the women at Pittsburgh 
are employed in subsidiary industries at mechanical and unin- 
telligent processes. The tendency of modern industry is to 
replace skilled craftsmen by less skilled or unskilled women 
operating with inachinery. Other departments loo women 
have invaded, where they have displaced men, doing the same 
work at a lower wage. They come into an occupation “not on 
its customary wage level,” but at a level analogous to that paid 
to women in other occupations. 

Without attempting to solve the general problem , Miss 
Butler deduces from her investigations the following conclusions, 
apiolicable to the Pittsburgh industries. Women are confined 
by lack of physical strength to a limited circle of industries. 
They do not look forward to a working life of more than a few 
years, and are unwilling to lose time by undergoing a costly 
training. But most of all, women are likely to be subsidised by 
parents or husbands, a practice which is economically unsound 
and socially an evil, for one form of subsidising often leads to 
another, and no hope of improvement can be entertained so long 
as custom or fact enables employers to offer less thi&n a living 
wage. 

For these evils the wrifer suggests a more thorough trade 
training, and an attempt to stimulate in the working girl a 
greater pride in her work and a greater feeling of responsibility 
and interest in the industry to which she belongs. This would 
do hauch not only to raise Wages, but also to restore to the worker 
the mental alertness whic^ a mechanical process, performed for 
ten hours a day without hope*or further interest, is bound to 
deaden. ^ 
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The book is copiously illustrated, and th%. statistical tables, 
both in the text and in the apj>endix, are lucid and exhaustive. 
The descriptions throughout are graphic and convincing, and the 
book should prove attractive to the general reade]^ as well as to 
the student of industrial questions. ^ 

H. EEINHfiBZ 


Les Questions Ouvrihes et la Science Actuarielle. Par Maueiob 
Bellom. (Paris : H. Dunod ot E. Pinet. 1909.* Pp. 101.) 

In June last an International Congress of Actuaries was held 
at Vienna. M. Maurice Bellom has printed a report presented 
by him to this assembly on the functions to be assigned to insur- 
ance offices in relation to ‘^social insurance,” and an address 
delivered by him on “The Social Functions to be assigned to 
Actuaries”; at the same time, M. Bellom passes in review a 
series of questions of much interest, which arise in relation to 
the subjects dealt with at the Congress, and furnishes useful 
comments on several of the reports presented to ^this meeting. 

With respect to the meaning attached by the author to the 
term, “social insurance,” he observes that “insurance is pro{)erly 
termed social when it is applied to all the individuals comprised 
ill a social group, such individuals being considered as a group, 
that is to say, in relation to their possession in common of the 
distinctive characteristics of this group,” as distinguished from 
“individual insurance,” which is insurance applied to particular 
individuals acting in isolation. Thus a working man, who, 
without any legal compulsion, purchases from a fund (public or 
private) an old-age pension, is not availing himself of arrange- 
ments in the natun^ of social insurance ; on the other hand, an 
employer, who, again without any legal compulsion, insures the 
whole of his workmen together against the risk of invalidity 
(infirmity incapacitating for the performance of labour), is 
creating, in the interests of this group of employees, an organisa- 
tion of “social assurance.” M. Bellom further remarks that “the 
term ‘ social ’ is to be applied exclusively to those risks which 
threaten a man himself, and not to risks which threaten 
security of a man’s property,” 

M. Bellom notes that the field of social assurance has been 
invaded in numerous instances by the State — a fact which ®he 
deplores, but which (he remarks) is explained^ by “the duty 
incumbent upon public authorities to guarantee to the community 
as a whole the advantages conferred by order.’^^"' “But if the, 
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existionce of this duty,” says M. Bellom, “may be held to explain 
the intervention of the Legislature, it can by no means be held 
to* justify any excess in such intervention. Without trenching 
upon questioii^ foreign to the present paper the advocates of 
Liberal princi^es— among whom I am proud to be counted— 
cannot but regret the establishment by force of law of a system 
of compulsory thrift, and the grant, under a system of liberty, 
of subventions which enervate individual initiative, and which 
impose a bhrden upon the public finances without securing for 
the recipients of this largesse any definite advantage. For these 
reasons, it were to be desired that private insurers should lend 
tlffeir aid in the development of social insurance, and in this 
manner exercise a tendency coifnteracting any excessive inters 
ference of the State ; and it is possible, on many distinct grounds, 
to show that legal compulsion, so far from making it impracticable 
for private offices to take part in the organisation of insurance of 
the nature referred to, demands their participation as an indis- 
pensable supplement.” What these grounds are in rtdation to 
sickness, accideht, invalidity, and unemployment insurance, 
M. Bellom proceeds to discuss in detail. , 

Not the least valuable part pf this volume is that which deals 
with the actuarial basis of social insurance, With the different 
systems adopted in relation to the provision of the funds necessary 
to secure the benefits which this insurance provides, and with 
the investment of the reserves maintained. While considerations 
of space make it impossible to reproduce here the technical details 
set forth in M. Bellom ’s book, those who are interested in the 
national sclieme of insurance against sickness, invalidity, and 
unemployment, the outlines of which have recently been put 
forward by the Government in this country, will find in its pages, 
many suggestive observations. 

David F. Schloss 

If 

Le$ lois d* Assurance Ouvrikrc a Veiranger, Supplement general. 

Par Maubice Bellom. (Paris: Arthur Rousseau. 1909. 

Pp. 588.) 

• • 

.In 1892 M. Maurice Bellom published the first of a series of 
volumes dealing with workmen’s insurance in foreign (non- 
French) countries, which’ was followed at iptervals by eight 
further .volumes, and is now brought to a close by a “General 
Supplement.” In this final volume the author completes his work 
by adding material, for which space had not hitherto been found, by 
No. ^7. — VOL. XX. G 
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noting the effect upon legislation described in the preceding 
volumes of laws passed after the date of their publication, apd by 
adding an account of measures of a cognate nature, which have 
been carried subsequently to the appearance (in 19/^6) of his ninth 
volume. It may be observed that none of the legislation providing 
for insurance against unemployment (Switzerland, St. G-all, law of 
May 19th, 1894 ; Norway, laws of June 12th, 1906, and July 26th, 
1908; Denmark, laws of April 9th, 1907, March 30th, 1909, and 
Maj 4th, 1909), are dealt with. In other respects, these ten 
volumes are a mine of useful information in regard to the indus- 
trial insurance legislation of the Continent. 

So far as concerns amendments to the preceding legislatidh, 
the author has done all that lies in his power by the insertion of 
appropriate notes to enable the reader to discover the conjoint 
effect of the original German sickness insurance law of 1892, and 
of the successive amending enactments of 1900 and 1903. All 
the same, anyone who uses this book will see how troublesome it 
is to fit the differeTit pieces of the puzzle together in a satisfactory 
manner. It seems a great pity that it should be impossible (if 
it be impossible) to do away with all such fragmentary legislation 
(mostly carried out by the tantalising metlmd of “reference**), 
by first nqx'alin^^ a law, which it is desired to amend, and then 
re-enacting it in its amended form as a brand new statute, com- 
plete in itself and ada])ted to its purfK)se — the exposition, in the 
most intelligible form, of thg actual state of the law to-day. 

The additions made by this supplement to the laws noticed in 
the earlier volumes of M. Bellom’s comprehensive work include the 
Danish law^ on sick funds, the Hungarian law on insurance against 
sickness and accidents, the Luxemburg sickness insurance law\ 
the Swedish law concerning sick funds, the Belgian workmen’s 
compensation law , and a long string of Eoyal Decrees in connec- 
tion with the administration of this law, the Belgian laws and 
decrees in relation to old-age x)ension8, an account of Russian 
labour legislation (dealing with industrial accidents, factory 
insiiection, the provision of invalidity pensions for the workpeople 
employed in the factories and mines worked by the State, and other 
subjects), the Sj)amsh law creating a National Thrift Fund, the 
Italian law in relation to the National Fund for Invalidity 
and Old Age, and the law passed in 1907 by the Swiss Canton of 
Vaud for the creSition of an Old-Age ‘Pension Fund. * 

David F. SepLOSs 
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A Bibliography oj Ifnemployment and the Unemployed. Pre- 
. pared by F.. Isabel Taylor, B.Sc. (London : P. S. King 
and Son. 1909.) 

This list,\,ssued by tho London School of Economics and 
Political Science, consists of nearly eight hundred books, reports, 
pamphlets, and articles, relating to the problem of unemployment. 
It includes the principal publications of the United Kingdom, 
and some ^f those of France, Germany, Italy, and tho United 
States, for the most part within tho last quarter of a century. 
The greater number arc in tho British Library of Political Science, 
ift connection with the T^ondon School of Economics. The list 
was prepared for some members of the Royal Commission on the 
Poor Jjaws, and revised fgr the use of the Research Department 
of the National Committee to Promote the Break-np of the Poer 
Law. It should be of great interest to all students of the problem 
of unemployment. 

A useful preface is contributed by Mr. Sidney W(ibb, dealing 
with the renjcdics for unemployment recommended in the Minority 
Report of the Poor Law Commission. , 

Margrieta Beer 

How the Casual Labourer Lives. Report of the Liverpool Joint 
Research Committee on the Domestic Condition and Expendi- 
ture of the Families of certain Liverpool Labourers. (Pub- 
lished by the Liverpool Economic and Statistical Society. 
1909.) 

This inquiry into the income and expenditure of Liverpool 
clock labourers was intended to supply for Liverpool a companion 
picture to Mr. B. S. Rowntree’s study for York. The budgets of 
forty labourers’ families are given, representing probably a 
slightly higher standard than the average labourer’s home, since 
homes where budgets can be got are inevitably selected, at least 
as regards tho character of either father or mother. Each case 
is dealt with in considerable detail, and the committee has sought 
to ascertain the effect on domestic conditions of a fluctuating and 
pr^ecarious wage. The Report shows clearly the demoralising 
effects resulting from the under-employment, which is due to the 
want of organisation among dock labourers. JThe results of the 
inquiry, will be of use to, the social investigator and reformer, 
and form a va|jiable supplement*to Mr. Rowntree’s investigation. 

Margrieta Beer 
G 2 
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The History Sheet or Case Paper System. By various Authors, 
with an Introduction by Sm William Chance, Bartr. 
(London : P. S. King and Co. 2s. net.) / 

Now that Mr. Balfour has warned us thatjhf'^ whole of our 
Poor-Law machinery must be “scrapped,*' our interest in it is 
naturally less than it was. But whatever be the system that 
takes its place, knowledge must always be of the first importance. 
For knowledge helps us to discriminate, guides us in our 
diagnosis ; knowledge will suggest the appropriate remedy. One 
form of such knowledge is found, in a common register of all 
applicants for assistance in any form another is the case paper. 
On this paper are entered the various applications to the relieving 
authority, wdiicli is to-day the Poor-Law Guardians; by reference 
t(5 it the whole past history of an applicant can be seen at a 
glance, and his progress upw^ards or downwards can be traced. 
But this is not all. The case pa|>er will throw light on one of 
the most depressing features of Poor-Law^ relief — its tendency to 
become hereditary. The little book before us puts clearly and 
convincingly the merits of the system, but perhaps its strongest 
recommendation is found in thc^ experience} of all, whether 
Gfuardians or relieving officers, who have tried it. 

L. E. Phelps 

Social Forces. By Edward T. (N('w York : Charities 

Publications Committee, 105 East 22nd Street. ^.Pp. 226. 
$1.26.) 

These essays are reprinted from the editorial pages of The 
Survey, a weekly paper recording manifold experiences in “social 
work.” Dealing as they do with a large variety of subjects, they 
are necessarily to some extent disconnected ; but in reading them 
one feels that they are really unified by the informing spirit of 
the writer. To all he brings a wise consideration, and a com- 
bination of breadth of view and definiteness of purpose which is 
very unusual. It is easy to concentrate on a definite purpose if 
you narrow your outlook sufficiently ; it is easy, again, to*be broad- 
minded if you don’t care much about anything in particular; b*ut 
Dr. Devine both knows much and cares much. c 

Primarily, it may be said that the book is foi^the instruction 
of the “social worker”; but the ^social worker in America, even 
more thftn in England, is finding scope for hisc^ "activities and 
interests in civic and industrial matters. .To judge from the book 
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before us, and other writings, he aims at effecting his reforms 
through changes in law and administration quite as much as 
through personal service ; and child labour laws, the corruption of 
the police, tte manufacture of criminals by a bad penal system, 
are con8idere(^y IV. Devine to be as relevant as the best methods 
of relief. On the other hand, the social worker is also making it 
his business to collect facts about industrial life which afford 
fresh material for the economist. The Pittsburgh Survey is the 
result of dne such enterprise, and in his essay on the subject Dr. 
Devine summarises the devastating effect which the making of a 
fortune in Pittsburgh has had uimui the lives of the workers. 
Some of the points which. he notes are “an altogether incredible 
amount of overwork by everybody, reaching its extreme in the 
twelve-hours shift for seven days in the week in the steel mills 
and the railw'ay switchyards.” “Low wages for the great 
majority of labourers.” “The destruction of family life, not in 
any imaginary or mystical sense, but by the demands of the day’s 
work, and by the very demonstrable and material method of 
typhoid fever "and industrial accidents ; both preventable , but 
costing in single years in Pittsburgh considerably more, than a 
thousand lives, and inevitably shattering as many homes.” “Cer- 
tainly no community before in America or Europe has ever had- 
such a surplus, and never before has a great community applied 
what it had so meagrely to the rational purposes of human life. 
Not by gifts of libraries, galleries, technical schools, and parks, 
but by the cessation of toil one day in seven, and sixteen hours 
in the twenty-four, by the increase of wages, by the sparing of 
lives, by the preventing of accidents, and by raising the standard 
of domestic life, should the surplus come back to the people of 
the community in which it is created.” 

One of the most interesting papers is on the occasion of the 
twenty-sixth anniversary of the Charity Organisation Society; 
and the writer takes the opportunity to consider the signs of 
promise and of danger. Among the former he cites the lessen- 
ing importance of industrial causes of poverty, and of alcoholism, 
vice, dishonesty, and other personal causes of poverty and 
degeneracy. .“The moral standards of the community are 
rising. The day of the saloon in politics and in social 
li|e has passed its meridian.” On tho other hand, two 
evils are anticipated : increased congestion of .population (in New 
York),- and indlreased overwork. Dr. Devine considers that a very, 
much largeraproportion of the* population is subject ta overwork 
than used to be the case. “Overwork remains certainly on a 
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large scale, and I fear in increasing seriousness, the one great 
overshadowing injury of the present day, worthy to be compared 
on the industrial side with congestion on the social side.*’ 

The book is one that should be widely read;/ but froiri the 
point of view of elderly readers the smallness of the type is a 
disadvantage. 

Helen Bosanqubt 

MonopolCy Kartelle und Trusts, in ihren Beziehungen zur 
Organisation der kupitalistischen Industrie. Dargostellt an 
dor Eiitwicklung in Grossbritannicii von Uii. Hermann 
Levy. (Jena: Fischer. 1909. Bp. xiv + 322. 7m, 50pf.) 

The scientific study of economic facts is nowadays following 
a good deal more closely on the heels of the actual evolution. It 
was only tow^ards the end of last century tliat the “trust move- 
ment ” got well under way in Great Britain. When Mr. Macrosty 
wrote his book on Trusts and the State in 1901 , the number of 
examples which he could bring together was siifl so small that 
it was < quite possible to attribute his interest in them to his 
Fabian proclivities rather than to their real importance. By 
1907, however, things had moviul a good deal further; and, at 
the same time, M.r. Macrosty’s incon)parabIy more substantial 
and far less tendezios work. The Trust Morement in British 
Industry, put into our hands a w^ealtli of sifted information, and 
forced us to realise that there were such things as trusts in this 
country, and that they w^re likely to stay. And now comes an 
exceedingly able young German economist, and proceeds to 
analyse the facets for us. Great Britain can no longer be regarded 
as immune from trusts ; the problem is no longer why Great 
Britain has no trusts while they are conspicuous in America and 
Germany. The question can only bo why their appearance has 
been later in this country, and why they show themselves in some 
spheres of industry and not in others. This is the question to 
which Dr. Levy addnisses himself in a book w^hich will un- 
doubtedly add to the high reputation he has already gained by 
his treatise of five years ago on LandmTihsdhaftlichet Gross- 
betrieh in England. With the German scholar’s usual industry 
in collecting information, he combines power of marshalling his 
conclusions and a gift of exposition rare in any country. In these 
respects, I imagine, he has learnt much from the ezample-of his 
master, Professor Brentano ; and; if the disciple J?/is not alto- 
gether lost the bias that every great teacher is apt to impress 
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upon his students, he certainly shows a refreshingly large degree 
of objectivity, 

’ On this occasion, I must pass over the first half of the book, 
dealing chiefly with the “monopolies” of the sixteenth and 
seventeenth cCTjturies, and with the Newcastle Vend of a more 
recent period. It is the outcome of a great deal of research 
at the British Museum and the Patent Office, and it cannot be 
neglected by the economic historian. But it contributes but 
little to oifr understanding of present conditions ; and the time 
to estimate it properly will come as soon as we have in our 
hands Dr. Scott’s more penetrating studies of the early business 
corporations. Let us proceed at once to the more immediately 
significant chapters. , 

The precise problem before us, as Dr. Levy is never tired of 
repeating, is not of the merits or demerits of combination, bub 
simply of the conditions by which combination is promoted or 
impeded. One condition, which explains some of the most im- 
portant trusts and cartels of other countries, is the existence of 
easily monopolilsable mineral resources. A comparison of the 
number and position of the coalfields of America and Gfirmany 
with those of Groat Britain sufficiently accounts for the absence 
in this country of a coal trust ; and this conclusion is confirmed 
by the circumstance that, though no large combination has as yet 
been successful in the coal-mining industry, it is precisely in the 
one coalfield which owes to the peculiar quality of its product a 
certain position of advantage — the steam coal area of South 
Wales — that projects of combination have been most seriously 
entertained. Even when a monopoly is possible so far as domestic 
producers is concerned, it can only raise prices to the level of 
import prices — though indeed, short of this point, there is room 
in some instances for a not inconsiderable rise — if the monopoly 
is protected from outside competition. This protection may be 
furnished by tariffs, or it may be created by heavy freight charges. 
But the greater part of industrial Britain is so readily accessible 
by cheap water carriage, and the distances to inland centres are 
relatively so small as compared with those in Germany or, still 
more, those in. the United States, that the latter favourable con- 
dition is practically absent in this countrj. And thus, without 
denying that tariffs furnish^ under certain circumstances, con- 
ditions favour^le to the promotion of trustsi, it is evident that 
their absence mom England until recent years can, to a very 
hrge extent ,4>e readily accounted for by physical circujfnstances. 

And yet a number of important combinations, exercising a 
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greater or less degree of control over price, have .of late managed 
to come into existence in spite of the absence of the favouring 
conditions just set forth. Limiting himself to industrial organisa- 
tions, and leaving out of account the combinatiom movement in 
transportation (e.gf., the shipping rings and the/ railway amal- 
gamations and agreements), Dr. Levy gives an account of somel 
eighteen of the largest, with a view to ascertaining the predispos- 
ing circumstances in the several cases. They are roughly divisible 
into three groups. First there are those which are oUly exempt 
from foreign competition up to a certain point, and cannot afford 
to disregard it. To this group belongs (1) the Portland Cement 
combine, which enjoys a natural protection in the cost of tranli- 
gortation ; (2) the three associations or agreements in branches of 
the Steel trade ; (3) the Industrial Spirit supply company ; (4) 
the Wallpaper manufacturers* amalgamation ; and (5) the Electric 
Cable association. The second group consists of combinations 
practically exempt from foreign competition. To this belong 
{1) the Salt syndicate, which since 1906 has combined the interests 
of the Salt Union with those of the “outsiders^*; (2) the Fine 
Cotton^, Spinners ; (3) the Sewing Thread trust — the advantage 
over foreign competitors in the last two cases consisting in the 
quality of the product; (4) the Bleachers’ association of Man- 
chester and the Dyers* association of Bradford, both enjoying a 
certain local monopoly dependent on water supply ; (6) the Calico 
Printers* association ; (7) the Locomotive business, protected by 
the special requirements of English railroading and of English 
railway engineers ; and (8) the Whisky Distillers’ company. The 
third group consists of those protected from foreign competition 
by international agreements. To this belong (1) the Steel Kail 
business; (2) the Soda business; and (3) the Tobacco business. 
In all three groups regular foreign competition is prevented either 
by cost of carriage, or by international agreement, or by the char- 
acter or quality or reputation of the goods. And, be it observed, 
that if, as some say, England will be able to escape the conse- 
quences of foreign competition by exchanging its foreign sale of 
coarse goods for a more highly-priced trade in finer or more 
finished products, the external conditions favouring combination 
will be created pari passu. • 

The question remains as to internal conditions. Why are qot 
»uch combinations defeated by the appearance of ^fresh domestic 
competition? The answer is to be found, accordi:*irg to Dr.* Levy, 
in “the movement towards concentration growth in 

^Jje size ^T\d cost of the producing unit under modern conditions 
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of machme production. Our author distinguishes, as others before 
him,. between, vertical and horizontal combinations; but, so far 
as I can see on a somewhat hasty reading, he does not very 
clearly dintin gn iah between the advantages obtainable in these 
two different ways. “The economies of combination,” however, 
have been sufficiently examined by previous writers. What Dr. 
Levy has chiefly in his mind is the producing unit in the narrower 
sense of the word “production the size of the several 
“plants.” ‘At the beginning and end of his discussion, he quotes 
a pregnant phrase of Mill. A business, said Mill, as long ago as 
1848, may “only bo carried on advantageously upon so large a 
Stale as to render the liberty of competition almost illusory.” 
(Principles, Book 1, Chapter IX., Section 3.) Mill’s remark was 
made d propos only of gag, water, and railway concerns; but, as 
has happened in other cases, Mill’s exception turns out to cov§r 
a much wider range of fact than that economist supposed. 

It would be interesting to hear what Dr. Levy would say to 
the recent contention of certain English writers that a limit is 
placed to the monopolistic effect of the growing necessity for large 
expenditure of fixed capital by the existence of a unit of imximum 
economy of production. To judge from his general line of argu- 
ment, I imagine his reply would be that, granting the existence 
of such an economic unit, it is tending more and more, in certain 
business, to become so large that the appearance of a fresh com- 
petitor in the field, when once the few existing producers have 
combined, is being made more and more improbable. For, as 
Dr. Levy points out, it is not simply a question of the cost of 
duplicating an efficient plant. It is a question of the ever- 
increasing productive capacity (one might say productive 
necessity) of a modern plant. The proposing competitor has not 
only to think first of securing the capital and then of the time 
required for the “installation ” of the plant ; he has to think of the 
effect upon price of putting upon the market the additional 
quantity which his works must turn out if they are to be run 
economically. 

If we accept — and I suppose we must— Dr. Levy’s main line of 
argument, it follows that, whether this country abides by the policy 
of free trade or not, the future of the trust movement is bound 
up with the technical requirements of efficient production, and 
its extension will depend dh the degree to which these requirements 
call for more gfi^ensive plant. And as, on the whole, the tendency 
in manufacjjjgre is toward th» fixation in plant of ever larger' 
masses of capital, the trust organisation is likely to grow, though 
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it may for an indefinite period, or possibly for ever, fail to show 
itself in certain industries. Dr. Levy argues, indeed, that sodonjg 
as free trade continues, the development will be slower than in 
protectionist countries, and that the pecuniary profite of monopoly 
will be less, though by no means non-existent.' That it has 
hitherto been slower cannot bo denied ; but the extent of the 
pressure of foreign competition will in future depend not only 
on tariff or freight barriers, but also on the progress of inter- 
national agreements to divide the market ; and we hive hardly 
yet sufficient experience to enable us to say how far international 
agreements are ix)ssil)lc under free trade. As to prices, I cannot 
say that Dr. Levy’s argument altogether compels assent. T 
siiould w^ant a good deal of evidence to make me feel sure that 
“the Standard Oil Company, in its fixing of prices, has thought 
of nothing but the possibility of competition, and the idea that 
enormously high prices might bring about a perilous reduction 
in demand has never played any part.” The testimony cited by 
Dr. Levy about borax — that “consumption is a fixed amount 
independent of price ” — would seem to be an * exception that 
proves rule. 1 can’t suppose the labour spent by economists 
on the discussion of “monoi)oly price” ha^s been altogether 
wasted ; and the American text-book writers would seem to be 
justified in teaching that “to the extent that they exercise 
monopoly powers, self-interest will lead the trusts to obey the 
principles governing monopoly price.” (Seager, Introduction to 
Economics, Section 274). Dr. Levy can hardly intend to imply 
that price has no effect at all on conBumption in the case of any 
of the trust goods produced in protectionist countries. Moreover, 
his oft-repeated phrase about prices in protectionist countries 
equalling imiiort prices plus duty, would be the better for the 
qualification that the import prices in question are not necessarily 
what they would have beerl but for protection. As a competent 
investigator once wrote about American tinplates : “The tariff is 
$1*62 per box of 108 lb., and in consequeneje English plates are 
now delivered in New York at just this sum belaw the prices 
ruling in the United States. Although it is now possible to buy 
English plates at this very low rate, it is not at il certain that 
such would have been the case if the present American industry 
had not come into existence.” (MeVey, in Eipley’s collection. 
Trusts, Pools and Gorporations , page 302.) ^ 

These, however, are subsidiary points Of Dr. Lf^'^y’s book, and 
are less worked out than the rest. •The main line of Ads argument 
is quite suflScient to awakep our gratitude and heighten the 
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author’s reputation. He builds upon Mr. Macrbsty’s great col- 
leqtion of material (with large additions, of course, of his own) ; 
but he does not displace it. For what Dr. Levy’s is inclined to 
regard as defects in Mr. Macrosty’s treatment may for other 
purposes he merits.^ What Mr. Macrosty was bent upon showing, 
and does show, is that the tendency, by agreement or combina- 
tion, to lessen the pressure of competition, displays itself in almost 
every part of the economic field. A slight weakening or retarda- 
tion of the 'circumambient coercion of competition may be a sig- 
nificant phenomenon, especially if it is widespread, even if it is 
still very far removed from “monopoly” or “autonomous control 
of price.” Nevertheless, it.is certaiTjly true that we car, under- 
stand the position of the more completely successful combination^ 
the more clearly if we concentrate our attention upon them and 
provisionally isolate the factors involved; and this is what Dr. 
Levy has done with brilliant success. 

W. J. Ashley 


India and Die Tariff Problnn. By Prof. H. B. Lees Smjth, 
M.P. (London ; Constable and ('!o. 3.v. fid. n e t; ) ' 

The plaeie that should bo assigned to India'^in a scheme of 
preferential tariffs is really one of the fundamental problems in 
the fiscal controversy, but a straightforw^ard answer is so incon- 
venient to the politician bidding for votes in an English con- 
stituency that the question is usually shelved. Both sides have 
their special perplexities. The Tariff Eeformer who argues that 
protection is good for (his country has to explain why protection 
would not be equally good for India, and in particular why it 
would not be good for India to protect herself against England. 
Mr. Lees Smith, being a Free Trader, concentrates attention 
upon this aspect of the problem. He reminds us that the honour 
of Great Britain is pledged not to subordinate the good of India 
to the selfish interests of British manufacturers, and that we 
could not force India to adopt Free Trade if we did not believe 
that we were acting for her good. If we are ever convinced that 
protectioH is good for England, we shall be obliged to grant India 
hA" fiscal freedom and allow her to erect a protective tariff. Mr. 
Lqps Smith’s exposition ()f the consequences to British trade is 
convincing ; he shows that the Indian import trade, which Great 
Britain ‘might ^ssibly divert to herself by means of a preference, 
does not amo^wit to more than lO’d million sterling, and Ije argues, 
irresistildy as it seems to me, that British trade would suffer a 
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staggering blow if in return for this small advantage it .were 
confronted with a tariff barrier in the only great free market we 
now enjoy. 

But this does not answer the vital question, ['Is Free Trade 
goo^ for India herself ? Most economists will allow that the 
protection of infant industries is no departure from Free Trade 
orthodoxy, and why, therefore, though Free Trade may be the 
right policy for England, should India not protect her infant 
industries against the competition of England? ** Mr. Lees 
Smith is too conscientious a student to ignore this dij0&- 
culty ; his answer is that what Indian industry is suf- 
fering from is lack of initiative and self-reliance, and that 
,this w’oakness would be encouraged rather than removed by 
protection. There is no doubt something in this argument. 
.Certain Indian industries are languishing solely because they are 
carried on by obsolete methods ; if they do not flourish with all 
the advantages that Nature has showered on them, neither will 
they flourish with the help of the most stringent protection. 
But the argument somewhat undervalues the incentive to effort 
which^ protection would probably give. It is hard, no ^ubt, to 
persuade the Indian artisan to leave the rut of long-established 
custom, but a jjrofit of one hundred per cent, is more likely to 
accomplish that feat than one of ten. English industry was 
revolutionised by the prospect of making thousands per cent., and 
it is not certain that the yeoman would have left his land if the 
prizes had been as modest as those in Free Trade India. 

T. Morison 

Moneifs Fiscal Dictionary, By L. G. Chiozza Money. (London : 

Methuen. 1910. Pp, vii-h315. 5s, net.) 

The title of this book is somewhat misleading, for it is in 
reality little more than a handbook for Free Trade speakers. Mr. 
Chiozza Money, as he tells us in his preface, has incorporated in 
this Dictionary numerous articles which he has contributed, during 
the past few years, to various newspapers, periodicals, and 
annuals. The book, however, is not what its author intended it 
to be, for it was his aim “to make it encyclopjedic in character, 
but the protraction of the Parliamentary session of 1909 has com- 
pelled him considerably to modify his ambition, and the imrnin- 
ence of a generaK election seems to ’render it inadvisable to 
postpone the publication of ^ work which, 'VfvJle admittedly 
incomplqte, and far short of what he desired to\A^e it, will, it 
is believed, prove of some value to the student of affairs “ (p. vii). 
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T*he book must^ no doubt, have been invaluable to Free Trade 
speakers dpring the recent general election, and it is in many 
respects a useful work of reference. But it can, we think, hardly 
be regarded as a very important contribution to the literature bf 
the subject which it treats. The treatment of many of the topics 
dealt with is one-sided and very inadequate ; e.g., under the 
heading Tariff Reform, wo find the following : ‘“Tariff Reform ’ 
is a term which, in the methods of Protectionists, abuses language, 
ignores histhry, and defies fact” (p. 262). The book deals much 
more with facts than with theory, and often shows a lack of the 
sense of proportion with regard to the space allotted to the various 
to{)ics; c.gf., Agriculture ha§ twenty pages, Import Duties, Inci- 
dence of, only two. Parts of the book are of only ephemeral, 
interest; e,g,, much of tha excellent article on unemployment is 
taken up with an examination of the very remarkable statistical 
methods employed by the Daily Express. Again, a lengthy dis- 
cussion on the question of the nationalisation of railways, under 
th(i heading Railways, appears to us to be somewhat o\it of place 
in a Fiscal Dictionary. 

The historical articles are the weakest in the took 
say that “the conception of the mercantile systejprfwas that the 
wealth of a country increased by virtue of exporting much, 
importing little, and drawing the balance into the country in the 
form of gold and silver” (p. 164), is only to state a half-truth. 
Again, surely more than a single page might have been allotted 
to the Navigation Laws. 

The numerous statistical tables, which are admirably clear and 
well-arranged, form much the most valuable portion of the book. 
The statistics of the world’s output of coal under the heading 
Goal, to which the author calls special attention by a diagram- 
matic frontispiece to the book, are of great interest. It is, 
perhaps, not generally known that “three countries — America, 
Britain, and Germany — have a practical monopoly of the world’s 
coal, between them producing eight out of every ten tons ” (p. 80), 
a fact which, as Mr. Chiozza Money points out, goes far towards 
explaining the industrial success of these three countries, quite 
apart from any question of fiscal policy. 

• The articles on Revenue from Protection, and a Scientific 
Tjjriff are, we think, two of the best in the book, and may be 
recommended to those who are anxious for this country to adopt 
a tariff* on merican or German model. 

We hope^iKat Mr. Chiozzi Money will at some future date 
be aMe to carry out his original design, and bring out a dictionary 
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which will be not merely “encyclopfedic ” but also rion, -con- 
troversial in character. 

Hbnby S. Fubniss' 


The Commonweal. A Study of the Federal System of PoUticUl 
Economy. By Alfred P. Hillier, B.A., M.D. (liondon, 
&c. : Longmans. 1909. Pp. xii + 162. Price 4s. 6d. net.) 

tt 

In one respect this book is a disappointment. Its sub-title 
suggests a treatment of one of the most neglected, and yet one 
of the most important, aspects 'of the Tariff Problem. Bpr 
Federal Economics, or the Economics of Large Empires, as 
opposed to those of indeptmdcmt naticpis, have many features of 
their own, and, in dealing wdth them, it is often necessary to 
drop or to modify arguments that have an important place either 
in a national or a cosmo-}X)litical system. More particularly is 
this the case in relation to the Fisc'al Question. For a large self- 
supporting area will, according to the point of view, be less liable 
to suff er fr om, or peculiaidy fitted to profit by, the adoption of 
protection ag^ainst the whole world. Indeed, Free Traders often 
use this very argument against English Tariff* Tleformers. Yet 
a self-sustaining Empire, uuih^d by Tariff PrehTences, ii^^also'm 
a position to reap most, if not all, of tlu‘ benefits of Fedeiiff Pro- 
tection ; and the addition of Imperial Prelerence greatly reinforces 
the case for a National Tariff*. Nothing, indeed, could well have 
been more interesting than a purely economic treatment of this 
matter. 

Unfortunately, Dr. Hillier ’s book, excellent as it is in its 
way, does not do this in spite of its title. It is another statement 
of the general case for Tariff* lieform, clear, lucid, and on the 
whole well-reasoned ; but it only incidentally touches on the 
I'ederal question, notably in the chapters devoted to Aimrica and 
Germany. Here it does deal with the subject, and at all 
badly ; but what we really want is a book devoted to it entirely. 
Still, “The Commonweal “ is well worth reading, and its lucidity 
and brevity will make it useful to the general public. Moreover, 
it is generally sound in its reasoning, and, if not rising to great 
heights, is singularly free from economic fallacies. 

The first chapter deals with writers and systems. The author 
rightly contrasts the nationalism of Adam Smith .'v^Hh the, cosmo- 
politanism of “the school,’* whilst the doscriptibn^of Economic 
Science as a “complex variable” is quite good. The second 
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ohaJ>ter describes the<5oming of laissez-faire and its history, and 
rightly insists on the important part played by the “natural 
pfoteetion ” of freight charges in the early days of Free Trade. 
But Dr. Sillier’s attempt to disprove the doctrine that “imports 
mus}; be paid for by exports ” in the chapter on Economic Fallacies 
is both uncon vincihg and ill-advised. Surely the line to follow 
was that it is “the character and the extent of the exchange” 
that matters, and if this is so, the dogma, though tpc enough, 
has little bearing on the real question at issue. 

After this American Protection and the German Customs’ 
Union are considered, as is the industrial development of this 
country before Free Trade. The book then pursues its orthodox 
road to its conclusion, witli chapters on "Gn;at Britain’s Free 
Trade Era,” the “Colonies and India,” and, a short concluding 
one, on “Democracy and Empire.” la the second of thesq, 
which is particularly well written, the chief proposals for prefer- 
ence are discussed. Many of the arguments used are what one 
would expect, but some new and interesting points ar(>, raised and 
the treatment is not seldom original. The need for nursing the 
, sick, as well as the infant, is neatly phrased. The author’s 
ground is, except in chapter iii., well chosen, and has evidently 
a sound knowledge of Political Economy. The book is quite a 
good ex -parte statement, from a point of view that is not very 
common ; but we cannot but regret that Dr. Hillier did not give 
us that scientific treatment of Federal Economics as a whole. 
Perhaps, however, that is a pleasure to come. 

N. B. Deaele 

Introduction to Public Finance. By Gael C. Plehn. Revised 
edition, 1909. Pp. 480. (New York : The Macmillan Co., 
1909.) 

This considerably enlarged edition of Professor Plehn’s valu- 
able treatise on finance, first published in 1896, comes at an 
opportune time when various problems of finance are agitating 
this and other countries. The new edition contains informing 
discussions on recent fiscal developments, and the statistics are 
revised to a laW date. The salient features of the tax systems 
of Great Britain, France, Germany, and the United States are 
described and contrasted <?ith an historic insight and perspicacity 
which bring relief their respective merits and defects. In 
particular, IJje^Aorking and effects of the American pr^erty-tax 
are exhibited with a frankness which enables a just estimate to 
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be made of its worth as a mode of taxation ; comparisoi;! is 
naturally called forth with the income-tax which may be reg$trded 
as its counterpart in the system of Great Britain. 

The case for and against the property-tax is stated very 
impartially; the outcome is, that property does not form a just 
basis for a test of tax-paying ability ; the administration of a tax 
on all forms of property cannot be equitable, and must be costly 
and irritating when carried out consistently ; when administered 
with laxity, as is frequently the case, it is open to rfll kinds of 
oblique influences, both on the part of the subjects of taxation 
and the assessors of the values to be taxed. Assessment seems 
to be largely a matter of guessing* modified by reductions in the 
ccase of the one who challenges it, while the onc‘ who does not 
protest siiffor.s injustice. The taxation of money and credit is 
shown to lead to almost universal evasion, false representation, 
and to injustice when evasion does not take place. The taxing 
of credit is unsound in principle; it amounts, in fact, to double 
taxation, since both the property represented and the loan are 
taxed separately. 

Profof=^sQr^Plehn explains the continuance of the property-tax 
in the States, ^oud the grounds of its justific^btion, as due to two 
predominating sentiments-- (1) The right of the State to control 
the power of bequest ; (2) the desirability of curbing the perpetua- 
tion of large fortunes. On these reasons two comments suggest 
themselves to an English observer : — (P That it is not so much 
the right or power of the Htate winch calls for consideration, as 
the wisdom, equity, and expediency of the tax; and (2) that it 
might be profitable to push the investigation back a step, and 
inquire into the circumstances which have fostered the accumu- 
lation of large fortunes in the States : these will be found to be 
connected with the trusts and monopolies and the conditions 
which enabled them to grow up ; and the mainspring of the 
whole situation is in the tariffs w^hich have created ai?d which 
protect vested interests. 

Bad legislation has, in fact, created the monopolist plutocrat; 
then corrective legislation, of an almost equally unsatisfactory 
tvpe, is employed to check the perpetuation of the consequences. 
A remedy more direct, if not more simple, would be to swe^p 
away the protective system which rendered the evil possible. 
Doubtless it is difficult to apply so drastic a remedy after a century 
of growth ; but the object-lesson should be a v|tkiing to Great 
Britain Mot to enter tipon a couAe which may w€?itually raise 
up a like fiscal Frankenstein in this country. 
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^^rofessor Plehn concludes that property is no longer in the 
States a criterion of faculty or of tax-paying ability ; it is the 
"income which property yields that is the best index of the tax- 
paying power which property represents. In the words of Pro* 
fessor Seligmann, “The general property-tax as actually admin- 
istered to-day is beyond all pcradventurc the worst tax known in 
the civilised world.” . . . “It fails entirely to reach intangible 
property, it debases public morals, and it presses hardest upon 
those relatfvely least able to pay.” 

On the inheritance tax Professor Plehn makes the pregnant 
remark that it draws upon accumulated capital and expends the 
result upon current expenditure, an improvident proceeding. His 
conclusion is that it would be wiser for the State to invest tho» 
capital then taken by taxation, and apply only the interest to 
current purposes. Wo arc reminded of Mr. Gladstone’s proposal 
to apply death duties entirely to the reduction of National Debt, 
i.e., to devote a tax on capital to the extinction of capital debt. 

The progi'essive principle of taxation seems to have taken firm 
root in the Unifed States. Professor Plelin gives an analysis of 
the working of the principle of graduation, with ir»teresting 
diagrams, illustrative of its application to the British and Prussian 
income-tax systems. He believes in a tendency for a progressive 
rate to become confiscatory, and remarks that “the motive for a 
progressive rate is always something other than the purely fiscal 
one.” 

The tendency to increased application of the progressive prin- 
ciple is illustrated from the case of the newest State, Oklahoma, 
where “ the progression is so rapid and intense that on a bequest 
amounting to 94,500 dollars, it "would, in the case of a stranger 
in blood, c.onfiscate to the State all but 100 dollars.” 

Professor Plehn does not enter upon the general discussion 
of tariffs and protection, regarding it as beyond the scope of his 
work. He holds, however, that political economy gives no coun- 
tenance to the notion that artificial direction of industry through 
tariffs can increase the world’s production, and he admits that a 
protective policy is the outcome of national selfishness, and that 
the aim at diversity of products is its best defence ; in this case 
tte sum paid in tariffs is a subsidy to develop the protected 
industry. This, no doubt^ is the strongest argument for protec- 
tion; it is, in effect, the infant industry plea r but a study of its 
working in th^^ates, and of the trusts and monopolies which have 
been created^EfQer its wing, suj^ports the view that its application 
results in sacrificing the well-being of the community to tho 
No. 77.— VOL. XX. • H 
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selfish interests of wealthy limited corporation^. On one point 
Professor Plohn is clear, “the subsidy paid to the produQOr is 
paid by the consumers within the country; this part of the tex 
is never shifted to foreigners, and generally remains on the con- 
sumer.’’ Professor Plehn enumerates the cases in which part 
of the tax may be paid by foreigners or others than the consumers ; 
these resolve themselves into cases of temporary monopoly of 
some kind which affect prices, and through them react upon 
demand. Professor Plehn remarks that a ‘‘tariff for revenue 
only” is an unattainable ideal. In a sense this is true, since a 
tax on any import must react upon the general trade of the 
country through its effects upon* the amount imported, and 
^hereby upon the international trade balance. It alters the 
volume of trade ; this, however, is an indirect effect and does not 
hnpugn the bona fides of a ‘‘tax for revenue only,” by which is 
meant that the aim of the tax is revenue and not protection or any 
other object, open or concealed. It must be allowed that every 
tax wdJl have indirect effects, and its incidence may be diffused in 
some dt^gree often not traceable. Even the income-fax, by 
impairing a man’s purchasing power, affects those industries on 
the products which he would have expended the amount 
abstracted by taxation bad it been left with him for his con- 
sumption. 

The chapter on Customs gives a condensed yet instructive 
account of the effects of tariff’ systems in s('ve7'al countries. The 
amount of Ic'gislation they invoivr, their complexity, variety, 
trouble, and ijiconclusivcness should be a warning to those who 
contemplate entering upon the disturbed sea of tariffs. 

In conclusion , Professor Plehn is to be congratulated on the 
increased value conferred on this useful book by revision. The 
large experience of the writer, his familiarity with a difficult 
subject, and his acute powders of analysis render his book not 
less interesting than informing to those who find themselves 
attracted by financial topics. G. Aemitage-Smith 

Wirtschaft und Kunst, Kine Vntersuchung iiber die Geschichte 

und Theorie der Modernen Kuntsgewerbebewegung, By 
Heinrich Waentig. (Jena. 1909. Pp. v-f 434.) 

Under this attractive title the writer gives us an historical 
survey of the modern arts and crafts movement, which he supple- 
ments by a theory of art in relation to producii«n. The first 
portion cd the volume, wliich de^ls with the renc^infeiance of the 
“lesser arts,” is undoubtedly the best part of the book. 
The reaction against the aesthetic idhals of a capitalistic 
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society began in England ; not — the writer hastens to add 
— that England has ever been known to lead the way in matters 
of taste, but simply because she was the first in point of time to 
reach that stage of economic development which made the birth 
of a new art j)ossible. The prophets of the movc^ment were 
Carlyle, Ruskin, and Morris, and the writer traces the evolution 
of England’s superiority and success in the decorative ai»d domestic 
arts through three very readable chapters. The new^ English art 
sought to flerivc from the use of an object the kind of ornament 
best snii-ed to it, and the form best adapted to serve its purpose. 
This gave it a kind of honesty, a stamp of intelligibility, which 
marked an epoch in the hijtory of art. h'rance, who in matters 
of taste had led the world for centuries, had to own herself sur^ 
j)assed. America has not yet come into her kingdom. In Austria 
and Germany there are signs of a revival, but in spite of much 
industry and application Germany has produced no national style. 
What she has achieved is a decorative art. suited to the cafd, the 
restaurant, and the public hall, but not to private life. The 
influence of the* British school has penetrated everywhere, and 
Morris has found many imitators, but no rival. 

The chai^tcrs on ^ the theory of art in relation economics are 
less lucid than the historical survey, nor, apart from the position 
that art is largely dependent on economic conditions, does it 
become very clear what the writer aims at proving. His criticism of 
the outlook is pessimistic : art is hampered by our modern methods 
of production, since the capitalist producer has no interest in the 
beauty of the product. Nor is any improvement to be looked for 
in a Socialistic state, since the Socialist leader of production, freed 
from the fear of competition, will have even less incentive than 
the capitalist to make his product pleasing. In conclusion, the 
writer reminds Germany that her part in the world of artistic 
production has yet to be played. There are, in this civilised age, 
no worlds left to conquer save that of art. But Germany has so 
far nothing in this realm that she can offer in substantiation of 
her claim to be a leader among nations. Her achievements in 
science will not save her from the old reproach that she is a nation 
of learneiJ barl^arians. Centuries of neglect have to be atoned 
for, and though much has been attempted, much more remains 
to be done. H. Reinherz 

t 

Die Frquenfr(^ige im Mittelalter. By Karl Bucher, (Tubingen. 

1910. ^Ai+92.) 

■ This is a brief, historical monograph, with a warning. The 
Middle Ages, no less than the present 4ay, had their woman’s 
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question — a question mainly of occupation . Then , as now , wopen 
wore in the majority, and then, as now, despite all theories to 
the contrary, the superfluous women had to live. Industry 
absorbed a certain proportion, and the writer offers the opinion 
that in the Middle Ages women were not excluded from any 
industry of which they were capable. For some the cloister 
became a refuge ; for others who wished to live a retired life on 
small means, Samenungen/* or settlements, provided shelter. 
The Bekineyihaus/' a thirteenth century institution Vhich sur- 
vives to this day in the Netherlands, was designed to meet the 
needs of the poorest classes. These institutions and the services 
they rendered, the abuses to which they eventually became liable, 
and the poverty and misery which they were unable to deal with 
completely, are described in detail by the writer and with 
considerable sympathy. 

The Middle Ages, then, did their best according to their lights 
to deal wuth the problem. Can the present day claim to be equally 
successful? The Eeformation swept away the settlement and 
the Bekinenhaus/^ but it sanctified the marriage tie, and intro- 
duced the tendency to shift to the shoulders of men the burden 
of production , while leaving to women the work of administration 
in the home. To-day capitalism, the factory system and 
mechanical labour have given a set-back to this era of develop- 
ment. The question in the Middle Ages was one of livelihood, 
to-day it is one of emancipation. Behind the question of mere 
occupation lurks this dangerous and much more difficult problem. 

As regards the outlook, the writer is infinitely gloomy. A plea 
for co-operative kitchens by an American wnriter rouses him to 
violent indignation. Cheap female labour, the return of women 
to the ranks of industry, mean the fall of man and woman alike 
under the yoke of capitalism, the break-up of the family, the 
return to barbarism. This surely cannot be the goal tov/ards 
which the development of two thousand years of progressive 
civilisation can be allowed to lead us. A solution of the problem 
is not within the scope of this volume, nor, we imagine, within 
the capacity of the writer. H. Keinherz 

Collection des Economistes et des reformateurs sociaux de ia 

France. (Paris : P. Geuthner. 8vo. 1910.) 

« « 

Under this titte Professor A. Dubois, of the University of 
Poitiers, is arranging to issue a series of reprints of "French works 
illustrative of the history of economic and sociat^tlffeory. Brief 
notices are prefixed to each volume with the object of assisti npr 



1910] miiiIj : \rBnJciFi.Bs ov MLiricAL economy lOl 

the reader to understand it. But we are informed that the notices 
wilrbe unambitious, neither studies of the authors nor their 
doctrines, sparing alike in biography and in commentary. 

.A beginning is made with the Physiocrats. Professor Dubois 
edits Dupont de. Nemours, De Vorigine et des 'progrh d'tine 
science now die, 1768, and follows with a second volume, 
Baudeau, Premiere introduction d la Philosophic Economique ou 
Analyse des Etats polices, 1767. The third volume, Lc Mercier 
de la Eiviere, UOrdre naturel et essentiel des societes poli- 
tiques, 1767, is introduced by Professor Depitre, of the University 
of Lille. The volumes reproduce in. facsimile the title pages of 
fho originals, and the pagination of the first editions is indicated 
by references in the text. The editor is of opinion that thesS 
three works may be regai^ded as a primer, a secondary text-book, 
and an advanced treatise on Physiocracy. They are, perhaps, 
the pure milk of its essential theory. But the Physiocrats were 
more than theorists, and the student should know something of 
their less abstract writings and their practical ]X)litics in order to 
estimate their work at its proper value. 

Criticism is disarmed by the modesty of the announcement 
above referred to. The introductory notices are slight, and call for 
little comment. A long note by Professor Dubois upon his 
inability to discover any trace of Volume VII. of the Ephemerides 
for 1766, and his doubt whether it ever existed, may justify the 
remark that there is ovc^rpowering evidence to the fact that it 
was nevc?r published. A set of this exceedingly rare economic 
review may now be consulted in the Goldsmiths’ Library of the 
University of London. 

Singlc-taxcrs and students of the history of economic literature 
have recently shown increased interest in the Physiocrats. But 
it would be sanguine to suppose that there will be any large circle 
of readers of Lo Mcrcier de la Eiviere, how accessible soever his 
“advanced treatise ” may become. 

Heney Higgs 

Principles of Political Economy, By John SxifART Mill. Edited 
with* an Introduction by W. J. Ashley. (London : Longmans. 
• 1909. Pp. 1013.) 

•Pbofessor Ashley is* fortunate in the oj^rtuneness of his 
publication. The country has been for many months agitated 
by a debate rel^g ting to the expediency of measures of which the 
most authomative, if not quite the earliest, exposition^ is to be 
found in Mill’s Politico^l Economy, The work has been quoted 
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by the Prime Minister in the Honse of Commons and by/ an 
Archbishop in the House of Lords. Most of the arguments in 
favour of taxing both unearned increment of land value and in- 
herited property, which have resounded on Liberal platforhis, 
are derived more or less consciously, more or less accurately, from 
Mill’s Political Economy, The access to this source of influence 
is facilitated by Professor Ashley. His introduction is, indeed, 
a leading into the mind of his author. Ho sketches Mih’s mental 
history in a truly historical spirit, forbearing “to interpose 
between the reader and the author, and to assign either praise or 
blame. “ His treatment is not less objective because he recognises 
the magnitude of the obje^cf : “It is*a great treatise, coiiceivcd 
and executed on a lofty plane, and l^reathing a noble spirit.” 
“^Mill,” remarks the editor sympathetically, “is a very human 
personality ” ; and the remark is illustrated by the variations of 
feeling shown in changes w^hich Mill introduced in the successive 
editions of his work. In the laborious work of collating the dif- 
ferent editions, Professor Ashley has been assisted by Miss M. A. 
Ellis’s article in the Economic Journal for June, lOOfh Miss Ellis 
also contributes a Preface ; supjdying a want which had long b('(Ui 
felt by students. We still desiderate an apparatus criticus whicli 
might point to and bring into one view passag(*s (‘onne(*ted by 
identity of logic rather than of terminology : for instance, all the 
passages affected by Mill’s difficult doctrine that “demand for 
commodities is not demand for labour.” Pi'ofcssor Asliley docs 
indeed contribute to the interpretation of his author by his 
Bibliographical Appendix. The succinct notes hero appended 
seem to us to be almost ideally adapted to the purj)oses of educa- 
tion. The select references wall cither suffice for the student, or 
will lead him on to other authorities. It is thus that a few^ intro- 
ductions to the principal personages in a neighbourhood wdll 
usually enable the recipient to extend his acquaintance to others 
of less note. Wo could wish that the introductions furnished in 
the Appendix were more legibly printed. It is a misfortune that 
the long extract from Miffs important but not easily accessible 
fragment on Socialism, here reprinted, should be visible only to 
the “microscopic eye.” But this is the fault of tHe publisher, or 
of the public taste which he caters for. We have only praise for 
the editor. . ‘ F. Y. EnoEwoRTif 



NOTES AND MEMORANDA 


'I’dR AMEmCAN ECONOMiC AstiOCIATlON. 

• 

In th(', last wc(^k of 1900 the American Economic Association* 
celebrated its twenty-fifth annivcrsaiy by a joint Congress at 
New York with the Atnerican Historical Association. Othet 
American societies, representative of Political Science, Sociology, 
Labour Legislation, Statistics, Social Science, Church History, and 
Bibliography, also joined forces for the occasion, and the result 
v'as a very large and impriissive gathering. The seven sections 
worked through a crowded programme of meetings, papers, dis- 
cussions, luncheons,-- dinners, and entertainments. The proceed- 
ings wore opened by a citizens’ welcome at the Carnegie Hall. 
President Taft was prevented from fulfilling his promise to attend 
and deliver an address owing to a severe snowstorm, which sus- 
pended railway communication between Washington and New 
York. Mr. Choate, who presided. Governor Hughes, and the 
Mayor of New York, rendered testimony to the great services 
rendered to public administration by the learned societies 
assembled. Practical recognition of this feeling has, for the 
moment, its embarrassing side. The growing tendency of the 
Federal and State Governments to attach young economists to 
their service, makes it exceedingly difficult to find occupants for 
the rapidly increasing chairs in the various economic faculties. 

President D. E. Dewey, of the Massachusetts Institute of 
Technology, presided over the Economic Association, and chose 
for his address the subject of “Observation in Economics.” Almost 
all the loading American economists were present, the Presidents 
of Harvard, I^’ale, Columbia, and other Universities, and repre- 
seatatives from England, France, Germany, Holland, Spain, 
China, and Japan. Italy was to have been represented by Prof. 
Pantaldoni, Ifut he was detained at the last moment, and his 
paper on “I9yfiamic Economics ” was read in his absence. Other 
papers were on the “Theory of Wages,” by Prof. Taussig; 
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“Trusts,” by Mr. Francis Waiker and Mr. V. Morawetz ; “Taxa- 
tion,” by Prof. Seligman; “Assessment of Property,” by/ Mr. 
Lawson Purdy; “Eural Economics and Conservation,” by Sir 
Horace Plunkett; and the “History of the Founding of the 
American Economic Association,” by Dr. E. T. Ely — the last at 
a symposium in which President Hadley, Dr. Albert Shaw, 
Professor Laughlin, Dr. James lionar, Professor James Mavor, 
and Dr. E. James w^re among the speakers. 

The President of the Eoyal Economic Society wafc unable to 
accept the cordial invitation of the Association to be present at 
the Congress. At his request Mr. Henry Higgs attended on his 
behalf, and eonvi^yed to the Association the fraternal greetings of 
othe British Society, our congratulations u])on its past achieve- 
ments and ju’esent condition, and our .good wishes for its future. 
Speaking on behalf of the foreign delegates at the banquet of 
reception, he sketched the obligations of Old World economists 
to American writers and American exj^erience, and expressed the 
hope that our American friends would add to these obligations by 
paying us a visit — a suggestion which was very warmly welcomed. 
Mr. James Bryce, one of our Vice-Presidents, ecpially at home 
in all seven sections, was evidently a gn^at prjpular favourite. 
Dr. G, W. Prothcro and Mr. H. A. L. Fisher Represented British 
historians. The Congress was a brilliant sueex^ss, and afforded 
striking evidence of the vigorous Autality of the Economic Asso- 
ciation, and of its powerful hold upon, and influence over, 
American public men. 

The American Commission on Country Life. 

On August 10th, 1908, President Eoosevclt appointed a com- 
mission of five persons (to which two persons were afterwards 
added) to make a preliminary invxistigation of the rural conditions 
in the United Stales. The purpose of the commission is concretely 
stated in these two sentences from the President’s letter in which 
he asked the persons to servo on the commission : — “1 shall be 
glad if the commission will report to me upon the present con- 
dition of country Uf(u upon what means are iioiv available for 
supplying the deficiencies which exist, and upon the best methods 
of organised permanent effort in investigation and actual work 
along the lines I have indicated. You will doubtless also find it 
necessary to suggest means for bringing about the redirection or 
better adaptation of rural schools “to the training of^ichildrcn for 
life on the farm,” 
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The comniiBsion consisted of L. H. Bailey, of the New York 
state College of Agriculture at Cornell University (chairman) ; 
Henry Wallace, editor of Wallace’s Farmer, Dos Moines, Iowa; 
Kenyon L. Butterfield, President of the Massachusetts Agricul- 
tural College, Amherst, Massachusetts; Walter H. Page, editor 
of The World’s Work, New York City; Gifford Pinchot, United 
States Forester, and Chairman of the National Conservation Com- 
mission; C. S. Barrett, Pi-esident of the Farmers’ Co-operative 
and Educational Union of America, Union City, Georgia; W. A. 
Beard, of the Great West Magazine, Sacramento. California. 

It was the President’s desire, in view of the early termination 
oi his administration , that the commission should report to him 
in the following December. It was not expected, of course, that, 
any, thorough iuvestigatioB of the rural conditions of tho United 
States could be made within that time, but the President cxpecte4 
that the commission would be able to make “a summary of what 
is already knowm, a statement of the problem, and the recom- 
mendation of measures looking toward its solution.” What the 
commission attempted to do, therefore, was to make an explora- 
tion or recon naissaneo of tho general field. It desired to secure 
first-hand information, opinions, and impressions of farmers, rural 
ministers, teachers, merchants, physicians, and others, in respect 
to the agricultural and general rural status. It endeavoured to 
secure this information by sending out more than a half-million 
questionnaires requesting information in regard to the agricultural 
condition of the locality, and for an estimate of the 
most important agricultural needs, opinions on the labour 
problem, good roads, communication in rural communi- 
ties, organisation, and the like. It also held hearings 
in many parts of the United States, from Massachusetts 
to California, and Minnesota to Texas, for the purpose of 
enabling the people to express their views directly to the com- 
missioners. Each member of the commission was also assigned 
a general bloek of topics for special investigation ; for example, to 
one member was assigned the general question of organisation in 
rural communities, including the church ; to another the educa- 
tional problem; to another the questions of public health; to 
another ‘the problems associated with labour, tenantry, and the 
like ; and to another the matters that specially concern the rural 
hdlne. * , 

Many more than one hundred thousand of tho circular question- 
naires wer(^returned with ansjvcrs; about thirty hearings were 
held ; following a suggestion made by tho President in*a subse- 
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quent letter to the commission, meetings were held in great num- 
bers of rural schoolhouses in many parts of the country for the 
purpose of discussing the questions that the commission Bad 
raised, and a heavy correspondence began at once to arise. It was 
evident that the general public was ready for a discussion on 
country life. Probably no single movement set out by President 
Eoosevelt gained more instant recognition or aroused more com- 
ment. 

Rome of the comment was unfavourable, largely from a mis- 
understanding of the purpose of the commission. Many persons 
supposed that the commission w'as to engage in “uplift” work, 
and this was r(^sc^ted by many farmers and by some of the agri- 
% cultural new^spapers. The pur}X)se of the commission, however, 
was in no sense to “uplift” the farmer^, as the word is commonly 
Ainderstood, but merely to make an. exploration of the general field 
for the purpose of determining whether there arc conditions in 
rural civilisation of wdiich the Government should take cognisance. 

T.he commission submitted its report to the President on 
January 23rd, 1909. This report comprises about fifty printed 
pages. It is in two parts : a brief introductory review or sum- 
mary that may be used by the Press ; and the main report of the 
commission, comprising about fifty pages. The commission 
naturally confined itself to a bold general statement of the problem, 
leaving all investigation into specific questions to b(^ inade later in 
case the commission is continued or some other body is empowered 
to prosecute the work. ^ 

The commission arranged the “main special deficiencies” of 
counti’y life under six general heads, as follow^s : — 1. Disregard of 
the inherent rights of land workeTS : (a) Speculative holdings of 
lands, (h) monopolistic control of streams, (c) wastag(' and con- 
trol of forests, (d) restraint of trade, (c) remedies for the disregard 
of the inherent rights of the farmer. 2. Highways. 3. Roil deple- 
tion and its effects. 4. Agricultural labour : {a) Rtaternont of the 
general problem, (b) the (picstion of intemperance, (c) develop- 
ment of local attachments of the farm labourer. 5. Health in the 
open country. 6. Woman’s work on the farm. 

“The general corrective forces that should be set in paotion ” 
were described as a need of agricultural or country life surveys 
which ahould take stock in detail of the agricultural and rural 
conditions, in order that the local facts Vnay bo secured on which 
to build a scientifically and economically sound ruraj civilisation ; 
the need^of a redirected cducatioit that shall train tiie youth by 
means of the objects with which they associate and the usual 
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affairs of life ; the necessity of better organisation, both economic 
an(J social ; the need that the country church shall be energised 
and shall recognise its social as well as its religious obligations ; 
and ihe need of developing personal ideals in respect to rural 
affairs and to local leadership. 

Incidentally, the commission suggested a number of minor 
directions in which some of the deficiencies ot country life may 
probably be corrected. Among these suggestions was one for a 
thorough-going investigation by experts of the middleman system 
of handling farm products, coupled with a general inquiry into the 
farmer’s disadvantages in respect to taxation, transportation rates, 
co*opcrative organisations, and (credit : an inquiry into the control 
and use of streams of the United Stales with the objec‘t of pro- 
tecting the ])oople in their bwnerslnp and of saving thojn so far as 
]\ccossary to agricultural uses ; the establishing of a highway • 
engineering service to be at the call of the States in ’‘iv^orking out 
a national highway method and system ; the establishing of parcels 
post and postal savings banks; increasing the powers of the 
national Government in respect to the control of public health ; 
the encouragement of a system of educational extension work in 
rural communities through all the agricultural colleges ; the en- 
largement of the United States Bureau of Education ; careful 
attention to farmers’ interests in legislation on national matters. 
The report makes a nuiribcr of other suggestions for subsequent 
studies and investigations. 

The report of the commission was published in a very limited 
edition for the use of Congress, and is not now available for 
general distribution. The largo amount of material that was 
collected by the commission has not been studied or digested. 
The whole enterprise awaits further action by the President and 
Congress. 

Communicated hy the Correspondent of the Royal Economic Society 
for the United Siatesy through the courtesy of Professor Bailey, 


Wasting Assets and Income Tax. 

• 

’ The recent contribution to this subject by Mr. P. D. Tjcake, 
in a plea I'or reform in the official method of computing 
taxable profits, expresses in many of its contentions what must 
be the ©pinios of the majority of those who consider the time has 
arrived forU revision of the iitcome tax system. The separate 
^ “ Income Tax on Capital."’ Gee & Co. 
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subjects of expenditure at present penalised that have to be re- 
viewed as proper deductions from profits are very numerous, and 
an enunciation of the principles involved may be the best method 
of dealing concisely with those upon which there is fair agree- 
ment. First, the present subtle distinctions between the schedules 
of the tax should not be prejudicial to a trader, who, owning 
premises for trade purposes, is said to bear some expenses quA 
owner and not quA trader, when trade is actually the whole end 
in view, and the reason for the charges. Under this may perhaps 
be included some allowance for depreciation of buildings assessed 
Schedule A. Further anomalies exist because of the distinction 
between Schedules D and E. Secondly, the numerous expenses 
which arc necessary to a business, not to earn sjK'cially the profits 
of a given or single year, but to impiovc or give earning jxjwcr 
, for a number of years, which, at the same time, have not built 
up a lasting asset, should be favourably considered. Included in 
these are costs for renewing capital , legal expenses of partnerships, 
leases, &c., and certain well-defined preliminary expenses — what 
may be called the “highest common factor” ()f initial costs for 
limited companies. Thirdly, the element of capital in terminable 
annuities and analogous })ayments should bi^ distinguisluHl. An 
examination of the argument m judicial decisions, and iji tlie 
evidence before Lord Kitchie’s De'partmenial Comniittc'e in 1905, 
will show that the jx)sition has been greatly alt(‘r(‘(l by th(^ intro- 
duction of the principle of differentiation belW(H*u permanent and 
precarious incomes in the 1907 Hiidget. Fourthly, the irhole 
expenses of getting mine Tals— where the wasting corpus bc‘ars 
income tax — should be allowed. 

Much is made of the fact tliat accountancy and industry were 
not fully developed in 1842, and too little of the fact that the 
tax was regarded as a temporary impost. In a temporary tax 
the object was to raise a revenue with a rough approximation to 
equality from all, and great regard could hardly be paid to fine 
questions involving calculations of long-period effects. In many 
judicial decisions involving the inuch-criticisc^d interpretation of 
the word “capital,” the income tax system in expression and 
intention has been distinguished, almost with regret, fi;om ideal 
economic conditions, and the lawyers have by no means be6n 
under any misapprehension in the matter. Whilst the claim |or 
an amended system has great and growing force, it is only a 
rough improvement that is possible. An ideal system, taking into 
account ^all the fine issues involved in the question of wasting 
assets and the distinctions between “capital” and “income,” is 
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out of the questioB when the administration of the tax is con- 
sidered^ 

The position of mineral properties as wasting assets unfairly 
treated by the tax, is worthy of further consideration. Mr. Leake 
founds his argument upon the case of a mine purchased outright, 
probably because it most clearly shows the subject of criticism. 
But such a case is not by any means the universal one. and an 
examination of other cases is essential. A landowner, having 
discovered iftinerals, wishes to profit by them. He has, broadly, 
three courses open to him : — (a) To work them himself, and by 
their produce to realise their “original value” — adopting for a 
mement terms to suit the idea efiibodicd in the proposed reform — 
plus “profits” (or remuneration for management, enterprise, and 
capital invested), (b) To Jeaso them and receive the “original 
value ” by royalties and dead rent, leaving “profits ” to the lessee, 
(c) To sell the “original value” outright for one sum^ and leave 
“profits” to the purchaser. Allowing in each case the working 
expenses, income tax is paid on the whole produce, both “original 
value” and “profit.” In (a) it is borne by the owner. In (b) 
it is borne on the “profits” by the lessee, and on the “original 
value ” by the owncrj because tax is deducted by the lessee from 
royalties and dead rent. In (c) it is suggested that tax on 
“profits ” is borne by the purchaser, and also that on “original 
value,” because the asset represented by the purchase price is 
finally worthless, and the purchaser has paid tax on the whole 
product. But is this view of the incidence in (c)— though exceed- 
ingly common — the correct one? The mining industry, for most 
minerals, is subject to free competition. Capital and enterprise 
in front of any proposed undertaking can take it, or leave it to 
seek more advantageous openings elsewhere, and so far as their 
reward is concerned, the industry is, taking the average, fairly in 
equilibrium with other forms of business. Moreover, the direct 
purchase method is not the only way of approach, for alternatives 
(a) and (b) are available. In short, all the conditions are present 
for a complete shifting back of any exceptional, calculable burdens 
on profits. Is it to be understood that the purchase price would 
be exactly the same whether the purchaser had to pay this tax 
on ‘the wasting asset or not? If the “original value ” is generally 
so closely ascertainable as Mr. Leake suggests, the total income 
tax*to be paid thereon, apart from that on extra, “profits,” is also 
approxiqiately^known, and to suggest that the real value of the 
consideration payable in both cases is the same, and yet that the 
original owner bears the tax under (b ) — as he actually does by 
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deduction— and the purchaser bears it unde?* (c) is almast a con- 
tradiction in terms. There must be a very strong tendency for 
the consideration (c) to be loss than the real consideration (cfJabpi- 
talised and discounted gross royalties, cVc.) under (6) by the lump 
sum of the tax, which appears to be a special disability to this class 
of profits. If, however, it be held that the “original value’* 
should not be charged to tax, it would be necessary — to be con- 
sistent— for the royalties and dead rent to be exempt under (b), 
and for a special caleulalion to be made under (a) for something 
which represents “original” value, so that tax should be Icvic^d 
only on the balance of “profits” — in short, to tax .such of the 
profits as are “earncxl,” and tc5 exempt those freely given ^by 
nature. But this is surely opposed to the trend of modern opinion, 
which, so far from specially favouring\spontaneoiis wealth occupy- 
^ing such an c'xceptional position, is disposed to regard it as 
capable of bearing an extra burden. It would clearly bo possible for 
minerals to be discovered and wholly worked out in the lifetime 
of one owner without tax of any kind b^diig paid thereo)!. There 
seems to be no valid reason for departing fromdhe old principles 
by which annual value for rating purposes is determined, nor for 
altering the existing system under which the burden of income 
tax really reaches th(i owner first conscious of the existence of 
computable mineral wealth. 

In his classification, Mr. Leake makes the statement that a 
leasehold is “not an inbeiently \\asting asscit,” but tbi.s is surely 
to confuse tlie riglit in a subject wi(h the subject itself. A lease 
for twenty-one years from 1885 is not a brick-aiid-morlar pro- 
perty, but a right to its use, and quite independent of the owner- 
ship of the right, other tilings being equal, it must be worth 
less m the market in 1900 than it was in 1890. It is rightly 
stated that the administrative difliculiy of making allowance for 
its wasting value is against any change, but it is also imjxirtant 
that if the allowance were made, the lie venue would get no 
quid pro quo (as against the larger tax rec^cived from a freehold 
of equal annual value) unless tax were eollecded from the owner 
upon the lump sum j>aid as premium or part consideration. But 
the argument that there is then no hardshij) on the lessee is not 
valid. A man buys a business for d£l,000, and at the end*of 
twenty -one years, on the expiration of his lease, sells it for the 
same sum. The whole amount paid for the use of the premises 
is a fair deduction in computing the total profits ^of the period, 
but if he paid £1,000 premium ho has not recovered tax thereon 
(by deduction), and has borne the duty himself on areal expense. 
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It may be urged that the argument aj; to the shifting 
back of the total tax in the case of a mine is applicable here, 
anJ that the consideration he pays to go in is really less than it 
would have been by the total tax exceptionally suffered. But the 
cases 'are quite different. The use of land and buildings is a 
common requirement of all business, often with urgency as to 
time and place, and the owner is generally in such a superior 
position, especially in the renewal of a lease, that the conditions 
are not favourable for really shifting back the burden to any 
extent. 

The law and practice have been much modiiied from time to 
time with regard to their application to the wasting asset, 
machinery and plant. Mr. Ijcako, in throwing uj:)on surveyors 
of taxes the blame of disallowing properly measured “wear and 
tear” charges and substituting their own calculations “upon an 
arbitrary percentage off the reducing balance of cost,” refers to 
that method as “altogether wrong in piincijde,” and implies that 
it is not one generally recognised in the world of commerce and 
accountancy. But this method of allowing upon the “written 
down value,” and not upon the original cost, is not an official 
invention, but is very_ widespread indeed, being almost universal, 
for instance, in the printed aecounts of the cotton industry. Any 
method is arbitrary to some extent, but that this is “wrong in 
principle ” is debatable. The arbitrary element can be reduced to 
a minimum by close attention to the facts relating to the average 
“life” of the machinery in question. Neither method gives a 
true result at any given stage in that life. It is beyond human 
ingenuity to hx a rate that will, over a wide number of similar 
assets, always make the balance-sheet value correspond with the 
facts, and uniformity of practice is essential. The suggestion that 
the auditors’ and valuers’ recommendation annually should be 
accepted, regardless of such uniformity, because it is checked by 
the shareholders’ desire for dividends, is based too much on 
public company experience, and ignores the wide field of private 
enterprise whore accounts can be submitted for tax purposes, and 
there would bo no limit to claims that could be urged. The 
“prime cost” method is not inapplicable where the original sub- 
jecte-such as a ship— is not much affected by subsequent addition, 
for, a record being kept of annual allowances, the allowance ceases 
when the asset is wiped oul. However carefully an average life 
is determined, ^ome ships must exceed that average, so that we 
have the anomaly of a vessel written down to nil on paper gulfing 
at an obvious value on sea. Moreover, if at this stage such a 
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vessel is sold, and still used, the arrangement of wear and tear 
allowance with the purchaser—who naturally wants one— is a 
matter of difiiculty where the full cost has already been allowed to 
the vendor. The “written down value” method has at least the 
merit of never losing the asset entirely, and it can be arranged 
so that over a vast number of cases the valub is written down to 
a nominal figure in the same time that the machine itself reaches 
a nominal value. Where there are constant additions it obviates 
the necessity for a record that would become cumbre/ds and com- 
plicated, for it is only necessary to record the value of the previous 
year and to add the new expenditure. It may be observed that 
neither the ofiicials nor the Board^ of Inland Eevenue are the 
final authority in such matters. In most of the staple industries 
the rates in force have been approved by the District Commis- 
sioners, w^ho have usually wide experience themselves of the in- 
dustry, and against whose decision in the matter of a rate per 
cent, the officials have no appeal. It is necessary to consider 
whether a diminished value is value as a saleable asset or as a 
producing agent — two connected but by no means identical things, 
in the present state of industry, where producing capacity may 
be little impaired though saleable value is poor because of n cent 
improvements in type. In any case, with the present metliod 
adjusted and the allowance for obsolescence, machinery as a wast- 
ing asset has full treatment in the majority of cases. Except in 
cases of hopelessly declining businesses, the allowance of renewals 
instead of wear and tear for furniture, meets the case, and 
could act slightly to the advantage of privah^ traders who had, in 
renewal, gradually, though almost unconsciously, improved their 
type of stock out of profits. 

Before leaving the subject of depreciation, it is important to 
note that the allowance is not admitted as an ordinary trading 
expense deductable before arriving at the balance of p?'ofit and 
striking the average, but is taken off from the average. So, in 
a typical case where, from bad years, an average fell to £500, and 
the proper allowance for wear and tear was £1,000, the assess- 
ment stood £500— £500 wear and tear (duty “nil”), and the 
balance of £500 w^as never given credit for (or, if the average was 
a loss, no part of the £1,000 was ever obtained). This constituted 
a real grievance, and the Finance Act of 1907, in allowing such 
unused balances to be carried forward indefinitely to future years, 
until they were exhausted, gave the first real recpgnitiQn to the , 
fact that the tax has “come to ^tay,” and that its effects “in the 
long run ” must be considered. But owing to the fact that 
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*‘wear and tear” is not a working expense but an allowance, we 
have a very curious and somewhat anomalous result. Depre- 
ciation, though admittedly real, is not susceptible of exact 
measurement, but is an actuarial calculation, and yet it now 
stands in a far superior position to ascertained and definite 
expenses incurred in hard cash. Such expenses may have the 
effect of giving a definite known loss for a number of years. If 
such years of loss are isolated, they are duly worked oflf, in the 
averages, against years of profit, but if they occur in succession 
the taxpayer may lose the “benefit” of some of them in his 
averages. This may be seen by taking a hypothetical case with 
years’ losses in succession. 'Whether the aggregate tax over 
a series of years exceeds tax on tl»c aggregate profit depends upon 
this isolation or succession, and the anomaly could only be rectified 
by allowing a 7ninus average (or average loss) to be carried forward 
against future average profits. At present relief is granted only 
where taxed income is received from other sources, and this is by 
no mcians equivalent. Thus depreciation of machinery now stands 
in a satisfactory and even favoured position, and it is no longer 
upon this line, that the main criticism of the tax can be directed. 

J. C. Stamp 


Auctioneers and Auctions. 

It is very easy to become an auctioneer : the man whose 
ambition it should be to say “Going, going, gone!” — I say 
“should be” because this popular expression is unknown to 
auctioneers has only to pay £10 to Somerset House for his 
licence and to invest a few shillings in the indispensable tool, and 
there he is — a full-fledged knight of the hammer 1 At all events, 
this is how I commenced business. But I had a fair knowledge 
of what I intended selling, had attended several hundred auction 
sales, and had received a good all-round business training. 

Soon after I became an auctioneer I joined the Auctioneers’ 
Institute, membership of which is useful and desirable in many 
ways: it affords a strong presumption of competency and 
integrity at thc^ periodical meetings papers on a variety of 
subj>ects are read ; the Council includes men of wide professional 
and legal knowledge who are most generous in placing time and 
labour at the disposal of members in any sort 'of difficulty. It 
may be mentio;ied that the Council is also imbued with a very 
strict sense «f discipline. Wotf betide the' member who has 
perhaps been rather easy-going in the interpretation of one of 
No. 77-— VOL. XX. T 
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his “conditions of sale,” to the possible detriment of one of his 
vendors, who promptly lodges a complaint with the Council He 
will probably be lectured and chided until he feels more like a 
naughty schoolboy than an independent business man. Still, he 
knows perfectly w^ell what a mockery of justice a civil action 
frequently is, not to speak of the terrible loss of time and money 
involved ; and he regards as infinitely preferable a jury of experts 
(not law-court “experts”), even if they are a little inclined to 
be fair to his accuser to the point of partiality. 

The Auctioneers* Institute interests itself in raising the status 
of the profession, an ambition that might be misunderstood by 
people who arc not aware that 'the trader-auctioneer — the man 
w^ho is more or loss interested as a dealer in what he sells by 
auction — is regarded with suspicion by his professional brethren, 
o The typical Londoner has long ago decided that refinement and 
taste arc in reality more a question of income than of occupation ; 
and he acts accordingly : What the auctioneer means wdien he 
talks about raising the status of his profession is not that the 
dirty distraint work (w’hich, by the way, only -falls to the lot of 
men connected with certain classes of business) should be shifted 
on to other shoulders, but tlial a man acting in a fiduciary capacity 
should not only be fully qualified in every way foi' the w'ork ho 
undertakes to perform but should also not hit f>crsonal)y interested 
either as a buyer or a seller in his own salens. 'If is the question of 
the inside and outside stockbroker ovfT again. Tht're have appar- 
ently ahvays been a good many auctioneers possessing both w'calth 
and standing; but it is comparatively recently that there has 
generally existed the feeling tliat professional auctioneers must 
organise themselves for individual advancement and mutual 
protection. 

One circumstance' in connection wdth auctioneers has 
frequently struck me as rather remarkable : altliough tlieir nurnlxjr 
is considerable, and although it is so easy to bocomei an auctioiu'cr, 
I do not remember a single failure of any importance. London 
Stock Exchange failures are uncomfortably frequent ; the abuse 
of trust funds by solicitors ended in interference by the Govern- 
ment : but auctioneers seem to have a most wholesome sense of 

• • 

what acting in a fiduciary capacity should mean. I mention this 
because in my opinion the various corporate bodies could with 
great advantage to their members andliheir members’ clients lorm 
a guarantee fund by compelling each member contribute a 
certaii\ percentage of his gross professional income 4o a common 
fund, the money being invested and each member’s iinrequired 
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portion being returned to him on resignation or retirement ; and 
an idea of this sort would apparently be easy to carry into practice 
where the number of failures is smalL One of the maiiy questions 
now agitating members of the London Stock Exchange is that 
concerning the payroent of commission to outsiders ; and one oi 
the reasons wh.y bankers, for instance, share the commission of 
“House” members is that bankers’ clients who desire to buy or 
sell stocks and shares frequently prefer to have a bank’s guarantee 
behind that of the stockbroker. 

The strong revival in various quarters of the corporate spirit 
is so important that it must be my excuse for still further deferring 
a fbw remarks about auctions themselves. 

In my opinion one factor making for combination is the 
readiness with which people nowadays bring actions against other 
people for damages, rersonaily, I thoroughly sympathise with 
this tendency : it makes for efficiency and good service. Still, it 
has drawbacks from the producer’s point of view, and he feels 
the need of prot(‘.ction and support by and from those who under- 
stand his position’ and its difficulties: hence the comparatively 
novel sight of business rivals meeting together in a large room, 
listening, prior to a chat and a cup of coffee, to a paper by a 
clever barrister explaining, among other details, what “reason- 
able care” (in making a valuation, for instance) means. When 
a man who receives a few guineas for a valuation may subse- 
quently find himself involved in an action for damages amount- 
ing to thousands of pounds, people interested become anxious to 
find out exactly where they would stand if they had to face a 
judge and jury under such circumstances. It is sometimes very 
difficult to value a thing. An able valuer knows what a thing 
“ought to fetch,” but what it does fetch often astonishes him 
more than anyone else. Probably our jack-in-the-box Bank rate 
adversely influences “market sentiment” a good deal: specula- 
tors are encouraged one moment and even investors and other 
ordinary buyers discouraged the next. It is disgraceful that our 
greedy banks should collectively hold in gold little more than 
5 per cent, of their liabilities on drawing accounts : their 
individual •balance-sheets do not disclose the true position for 
many reasons, chiefly because a large part of what they regard 
as caeh is really represented by various securities held by the 
Bank of England. 

Now, When people of the same trade or profession form any sort 
of association it is safe to assume tSat sooner or later there Will be 
some talk, at any rate, about insufficient remuneration : the average 
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producer is a born Protectionist, just as the average consumer 
is a born Free Trader ! Anyhow, there has been the feeling 
among many members of the Auctioneers’ Institute that a 
minimum fee or commission should be charged for certain 
services. There is no })ressurc of any sort that I am aware of : 
simply a rather gcuioral feeling that, although each member 
should please himself in the matter, no one should go below a 
recognised limit. I cannot attempt to discuss the tendency here ; 
it does not do to assume that it is bad ; ] presume one effect 
a minimum rate has is to weed out weak, independent members. 
But it is a fact that this tendency is growing ; and I therefore 
make no excuse for again referring to the London Stf)ck 
Exchange, especially as it is sometimes mere chance whether an 
investment is sold by an auctioneer or through a stockbroker. 
The following extract from an article in the Financial News 
exfdains itself ; the first two members seem to be vulgar 
Protectionists, while the title “philosophical pessimist” would 
seem to fit the third member : — 

“Let us have a fixed minimum, I say,” remarked one broker, 
vehemently. “If members want to charge a high rate, let them 
do so; but there ought to be a niinimuiu,. which will prevent ns 
from undercutting each other for farthings. It’s a game of ‘ dog 
eat dog ’ now^ whereas if we had a fixed rate, below which no 
one must go, then everybody would have a fair chance. What 
is more, it would bring back to the ‘House’ the influence of 
personality. A man used tf» be able to get business on the 
strength of his friendships and his personal influence ; but 
nowadays a client goes where he can get his work done cheapest,” 

“A fixed minimum,” joined in another member, “would enable 
us to com|K‘te against tlie German banks, who will w’ork almost 
for nothing.” 

In Shorter’s Court still another opinion was obtained. “It’s 
no use making a fixed minimum. The foreigners would be sure 
to undercut us by some means or other. Besides, how are you 
to check them? Only by instituting an inquisitorial system, 
which no Committee dare assent to. No ; leave us as we are.” 

Now a few wwds about auctions. In a- well-conducted sale 
the strictest impartiality is exercised by the auctioneer as between 
the vendors and the buyers, the vendors individually, an,d the 
buyers individually. This is more difficult sometimes than it 
appears : impartiality may be active as well as passive ; and this 
is the case when any buyer of seller tries to exeffed the bounds 
of fair play in the desire to buy cheap or sell dear. It must be 
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remembered that the sale attendance frequently includes both 
dealers and private buyers, and that the former would be very 
pleased if the latter bought from them instead of bidding against 
them. As a matter of fact, the only collusion that takes place 
is generally of a comparatively harmless kind; even two dukes 
would probablj “toss for it” if it were a question of competing 
at auction for a handy little sporting property that each badly 
wanted and that each was prepared to pay a more or less fancy 
price for; the average auctioneer likes to obtain good average 
prices for what he sells : high prices will drive some of his useful 
buyers away because they have wasted their time, and low prices 
wMl cause property and effecis generally to pass his door by. 

Anytliing sold by auction vvill have a tendency to fetch more 
than the average dealer Vould give for it and less than the 
average dealer would take for it. 

The great drawback to the auction from the possible pur- 
chaser’s point of view is the uncertainty as to whether or not 
time will bo tvasted in examining and bidding for something 
that ho may be uftsuccessful in obtaining : it is therefore obvious 
that many people for this reason prefer to pay rather more for 
anything purchased by private treaty or from dc^alers. But on 
tb(.‘. other hand, there are so many people nowadays who arc 
chiefly anxious to get or to pay “a fair price,” and w’ho regard 
a properly conducted auction sale as the best test of current 
value. 

When I first held auctions I had a fixed idea of the justice 
of a sliding scale of commission, but soon found that simplicity 
was preferred to abstract justice. 1 therefore quickly abandoned 
my sliding scale in favour of an all-round rate. Later experience 
suggested that a uniform rate was fairer as well as more simple 
than a de-gressive rate : the question of joint cost as between 
different vendors is in practice most complicated. 

I always mentioned my charges in advertisements, and was 
rewarded when an American said to me ; “I have come to you, 
Mr. Plumridge, with this business because you are the only 
philatelic auctioneer in the * Post OfiQce Directoiy ’ that states his 
charge imblack and white. It is quite as easy for a man to say 
what his charge is as to say ‘ particulars of charges on applica- 
tion^’ ” This practice has gyown during the short time which has 
elapsed since I gave up auctioneering, and in Tact seems to be 
extending in ay directions where it has hitherto been considered 
“ unprof essioiial.” • 

Sales by tender are frequently conducted by auctioneers, but 
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they seem to be dying out, as the consumer does not apparently 
understand them, and anyhow declines to make use of them. 
Had the British Cxovernment invited tenders for its loans during 
the South African War,^ the issues would unquestionably^ have 
fallen into the hands of a few clever dealers, who would probably 
have made a much larger profit than the public made (on paper). 

In conclusion 1 might advance the opinion that the auctioneer- 
ing profession is a growing one : so many people— including an 
Oxford head-master and a parson (I speak wdth bated breath, 
but some persons are terribly economic) — discontented with their 
present vocations, have asked my advice as to its prospects, 

, H. WlLFKED PlUMRIDGK* 


Municipal Enterprise in Germany. 

At the September meeting of the Verein fiir Social Politik, 
Prof. Fuchs, of Tubingen, read a paper on municipal under- 
takings, describing conditions in Germany exclusively, and tli(‘ 
conditions in other countries pretty fully. Fuchs men- 

tioned no less than eighteen different departments in municipal 
undertakings which might be fijund in German towns. In the 
case of electricity works, he reported that only 8 per cent, of the 
municipalities have their own w'orks, but that the nuuiber is 
growing. It is of interest to note that, on the whole, }>rofits from 
electricity were not so great as those from gas, csjiccially in the 
small towms. In the case of public slaughter-houses, again, 
municipalities held a monojioly, not in order to reap profits, but 
solely for hygienic reasons. A few figures will show the extent 
to w’hich municipal slaughter-houBcs exist. Of forty-one towns 
in Germany wdth over 100,000 inhabitants, thirty-nine have their 
owm slaughter-houses; of forty-four towns with between 50,000 
and 100,000 inhabitants, forty-three have their own ; and in 134 
towms of between 20,000 and 50,0(K), there arc 101. As to 
trams, it would seem that at prcjsent municipal tramways arc not 
as extended as the Society for Social Eeform w’^ould like, but a 
strong tendency towards municipalisation is. showing itself. 
Finally, of all municipal undertakings in Germany, the waiter- 
works appear to be the most popular, ^and in every case they^ arc 
very profitable edneerns. 

The municipal movement was of later growtl\ in Italy than 
in Germany, Austria, Switzerland, or England, for* in Italy the 
^ Seo Prof. Bastable’s Public Fituxncc^ (1903 ed.), p. 641. 
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national idea held possession of men’s minds. Bnt when the 
nation got its independence, it was only to be expected that 
municipal problems would become pressing; and, influenced no 
doubt by the ideal of the ancient city states no less than by that 
of the medieval republics, the League of Italian Municipalities 
was formed in 1901. The influence of the Socialists in most of 
the municipal bodies made itself very strongly felt at hrst; but 
now men of all parties agree about the extension of municipal 
undertakings. At the present time, Italy stands on a level with 
most of the States of Western Europe in this respect. The only 
exceptions to the general rule are France and Belgium, where 
the municipalities have little else but thoir own waterworks. 

Summing up. Prof. Fuchs canie to tla^ conclusion that no ' 
general rule could be laid dbwn. People had accused their Society 
of helping forward Socialism. For his part, he believed that* 
every case should be considered on its own merits, and wherever 
a mimioipa! undertaking apj)eared to make for social welfare, it 
ought to be encouraged and advocated. 

It was just this aspect of municipal undertakings that the next 
speaker, Dr. Mombert, of Freiburg in Breisgau, dealt with. He 
pointed out that the municipality, in its capacity both as 
consumer and producer, could bring influence to bear on the 
condition of the working classes. As consumer, for example, a 
municipality can insist on the best possible treatment of workers 
employed by those firms with which it deals. And it can itself 
be a model employer. As to profits, no legitimate criticism can 
be levelled at municipalities when they make it their aim to 
increase these as much as possible. At the same time, it ought 
always to be borne in mind that, from the economic point of 
view, the race for profits ought not to be the primary object of 
municipalities. It may lead to over-mu nicipalisation, and that 
in its turn may check advances in technical knowledge, which, 
after all, tend to the advantage of the whole community. 

Dr. Mombert, in a second paper, went on to consider one 
aspect of his first paper rather more fully. He dealt with Grerman 
municipalities as employers of labour, and drew the attention of 
his audience to the fact that the number of municipal employees 
wjfs growing. In 1907 there were 120,000 of them in Germany, 
Berlin having 17,893 and Hamburg 15,192. Three great con- 
siderations were generally found in the policy of the German 
municipalities!, with regard to the treatment of their workers : — 
(1) Begulattons were laid dovm for all workers ; there .was no 
special treatment of workers in particular industries ; (2) efforts 



THB BOONOMIO JOTONAI/ [mabca 

were made to give workers a certain stability in their employ- 
ment, thus removing the curse of uncertainty; (3) wages were 
fixed, not necessarily according to the market rate, but on a scale. 
Furthermore, weekly and monthly wages took the place of. pay- 
ment by the hour or the day ; better facilities than in private 
concerns were given to make the grievances of the workers heard ; 
and periods for notice on either side were fairly long. 

Tt was in their wages jxilicy that municipalities were best able 
to show a sense of their resjKmsibility. Dr. Mombert laid stress 
on the fact that municipalities now pretty generally recognised 
that in fixing a minimum wage they must be actuated by different 
motives from those which govern private concerns. They must 
be guided, not so much by the market rate, hut by what is an 
efficiency wage. Hence the cases where differences were made 
* between wages of married and single men. In theory it all 
sounded very well, but in practice there was room for improve- 
ment. To take but one instance. For 1902 the average wages 
of municipal employees was 3' 28 marks a day ; for 1907 they 
were 3‘76 marks, thus showing an increase 6f 11*0 ])er cent. 
This increase is not great, and when the real wages are con- 
sidered, the inci’caso shrinks still more, sirwe j)ri(‘c‘s rose in the 
period given. On the whole. Dr. JMombert secerned to think that, 
under this head, the condilioii of the workers under municipalities 
“was no better than of those in private* concerns. The same liedil 
good with regard to hours of labcur. The ten hours day was 
still the rule, though it must be added that in the period from 1902 
to 1907 the number of workers with a less than ten hours day 
had doubled. But their actual number was still very small. In 
1907 one-half of all municipal employees in Gennariy still worked 
ten hours or more each day. 

Despite one or two encouraging facts to which Dr. Mombert 
alluded, his summing-up showed that while on paper the condition 
of the workers under municipalities was quite good, in reality 
it was often wwse, and but seldom better, than in privates under- 
takings, since the paper schemes were never fully carri(‘d out. 
Accordingly, municipal employees were forced to organise them- 
selves into Trade Unions of their own. Their end in yiew was 
to improve their lot ; the means to that end, strikes. Dr. MomKert 
sympathised with these unions, remarking that they were qyiite 
justifiable under the prevailing conditions. 

Views such as these were not likely to be allowed, to pass 
without criticism; the discussion*, therefore, which fallowed was 
piosf interesting. All schools of thought made themselves heard. 
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To begin ■with, there were speakers like Dr. Liicke, who defended 
the municipalities, excusing their slackness by asserting that they 
lacked the means to bring about the improvemcnte they would 
all wish to see. As it was, local rates were high enough ; it would 
not be good policy to make them higher. Incidentally, Dr. 
Lucke pointed out' that municipal loans were not very popularly 
received in stock exchange and banking circles. But Di. Liicke’s 
plea did not satisfy Herr Mohs, the representative of the National 
Union of Municipal Employees He complained bitterly of the 
conditions in municipal employment, especially that wages were 
lower than in private undertakings ; and blamed the municipalities 
for their policy in this regi'X'Ct. His facts about wages were, 
indeed, contradicted by other .speakers, but on the whole he 
made out a good case for his position. This was strengthened by 
the speech of Di’. von Ftirth, of Vienna, who stated that befora 
workers were employed by the Vienna municipality uhey had to 
give their word of honour that tliey were not social democrats or 
(rcrman nationalists ! 

Ho far the discussion had been fairly calm, but Prof. Alfred 
Welx'r, of Heidelberg, spoke with a goud deal of feeling. He 
deploriid the necessity of a bureaucracy in modern times. Ho 
admitted that it was inevitable : it was one of the results of the 
principle of the division of labour. But he was concerned by the 
fact that very often the bureaucratic machine crushed out per- 
sonality ; that the man of character and principles seldom suc- 
ceeded in its service. Moreover, the political parties had got hold 
of the bureaucratic machine, and from their influence it was most 
essential that it should be freed. As to State Socialism, he was 
of ojiinion that it could not be avoided : it was a necessity of 
development. To illustrate his view, he mentioned the 
case of the municipalities in the Rhineland and West- 
phalia, which had to face the question, Shall their tramways 
become a private monopoly or shall they take them up them- 
selves? Of (jourse, they adopted the second alternative. And 
once the municipalities become employers of labour, their 
employees must have the right to combine, and even to strike. 
Strikes^ in his view, were an absolute social necessity. 

• There were many replies to Prof. Weber, the most important 
being that of Prof. Adolf Wagner, who, despite his three- score 
years and ten, is as full of youthful enthusiasm as ever. It had 
been the ainji of his life to se*.e the spread of municipal under- 
takings, and he stood there andgave expression to his satisfaction. 
But his enthusiasm is always followed by sound common sense, aa 
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those know who have worked with him. He admitted that 
municipal undertakings had their weak spots. But so had most 
human institutions in this world. The question was, Had they 
more weak spots than private undertakings? He held most 
strongly that the advantages were all on the side of municipal 
undertakings. It was the same with bureaucracy. No doubt it 
had its weaknesses. But it also had its excellences, and he 
reminded his hearers of its record in the past. Both the Hohen- 
zollerns and the Hapsburgs had built up their States wfth the help 
of a splendid bureaucracy no less than with that of their armies. 
But in the present also its record in Germany was good ; certainly 
better than in America, where the corruption of private officiafe 
was a by-word. 

The optimism of Wagner was not shared by Prof. Max Weber 
•(brother of Alfred Weber), of Heidelberg. He doubted the 
excellence of German officials. So did Prof. Schulze-Gevernitz, 
who expressed his complete sympathy with the vic^w's of Alfr(Hl 
Weber, but regretted that Weber had not sugg('stcd any solution. 
For his own part., he believed that it w’as all a matter of education. 
In England, for example, things in this respect were lx*, tier 
than in Germany, because the English capitalist receives a belter 
education than the German capitalist. 

M. Epstein 


Japanese Finanx e. 

I.— Introductory Pemarks. 

Nowadays trade depression cannot long remain purely local, 
but has a tendency to become universal, affecting rnoiX' or less 
the rest of the world. As an instance, the last panic wiiich 
prevailed in the United States keenly affected Japan. Sho had 
not only to suffer with other countries, but perhaps harder than 
others, as the crisis came unfortunately to her before she had 
thoroughly recovered from the far-reaching effects of the great 
Eusso- Japanese War. 

She, however, met her commercial and firuincial 4;rial as 
bravely and patiently as she had the w^ar. Not only did she 
come out unscathed from the trial, but with a firm determifta- 
tion to rebuild her finance upon a more solid basis. She at 
once went in for a substantial reduction of expcndikirc and debt 
in order the more quickly to heaPthe effects of the war and the 
panic. This fact is worthy of notice, especially at the time when 
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advanced nations, such as England, ^Germany, and the United 
States, arc going in for expensive military and naval prepara- 
tions. The study, therefore, of Japanese finance may bo of 
interest, not only to herself, but to the outside world as well. 

il.— F inancial Progeamme. 

In July, 1908, the Saionji Cabinet having resigned, Marquis 
Katsura U^came Premier and Minister of Finance, laying the 
utmost importance upon financial reform. An entirely now 
scheme was drawn up by Marquis Katsura, the general outline 
^f which is as follows : — 

(а) Ordinary expenditure should be covered by ordinary 
revenue, and the w5rks which have been defrayed by the 
issue of bonds in former financial schemes should, if neces* 
sary, bo continued by transferring the expenses to the 
ac^count of ordinary expcuuliture, thereby avoiding the issue 
of now debt bonds except in case of special works of a pro- 
duelivo iiathro such as the Formosan Public* Works. 

(б) Ketrenchmciit should bo made in all branches of ad- 
ministration, especially in the army and navy. 

(c) In case absolute reduction of expenditure cannot be 
efl'ected, it should be spread over a greater number of years, 
lesscjiing tlu^reby the amount of annual disbursement. 

(d) In order to maintain the ])rico of national debt, bonds 
to the amount of at least 50,000,009 yen should be redeemed 
annually. 

(c) In order to make the railway financ'o independent and 
self-supporting, special comptabilite should be established. 

With these conditions in view, the Budget for 1909-10 was 
compiled and presented to the Diet, which passed it with a very 
slight modification, ('ompared with those of the preceding 
fisc^al years, the figures thus stand 

Rkvenue. 


ia09-10. 1908-09. 

• . yen. 

Ordinary 470,354, 136 440,702, 486 

Extraordinary 48,575,147 149,031,464 


Total... , ... 618,929,283 589,733,949 

N.B. th(' railway profit is to be excluded, as explained 
above, 589,783,947 yen for l908~09 rc'mains after deducting 
37,054,470 yon of the railway profit of the year. 
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i.EXPE2miTt7RE. 


1909-10. 1908-09. 

yen. yen. 

Ordinary 404,700,616 396,134,035 

Extraordinary 114,220,595 165,460,709 


Total 518,921,111 661,594,834 


N.B. — Here also the railway loan service of 32,102,792 yen 
and the railwa}- funds of 33,090,793 yen are deducted from the 
total expenditure amounting to 026,788, .119 yen in the Budget 
for 1908-09. 

The amount to be transferred to the National Debt Consoli- 
dation Fund in the Budget for 1909-10 is over 153,100,000 yen 
from the general account, and over 29,900,000 yvi\ from special 
"*comptabiJife ” of railway, making the total of over 183,000,000 
yen. Of the above total, the sum to* be appropriated fol’ the 
'redemption of public bonds is 50,800,000 yen. 

The gross profit from the Imperial Bail way for *1909-10 
is over 38,100,000 3 ^en, of which the sum to be transfenx'd to 
the National Public Debt Consolidation Fund for the payment 
of interest on railway loans, &c., is over 29,900,000 yen. Thus 
the net profit stands at over 8,100,000 yen. Of this sum over 

600.000 3 ^cn is laid aside as reserve, and the f>alan(‘c of over 

7.500.000 yen is to be appropriated for the consiniciioii and im- 
provement of railways. A.s the expenditure on ('onsi ruction and 
improvement is estimated to he over 29.100,000 yen. the deliciency 
of 21,600,000 yen is to be eovered by means uf loans. 

III.— Foefugn Capital. 

As stated in the previous article,^ after national loans issued 
abroad to meet the pressing requirements ; municipal loans of 
Tokio and Yokohama ; the debentures of iho Hokkaido Tanko 
Eailway Co., the Kansai Eailway Co., and tlu^ South Man- 
churian Eailway Co,, as well as the shares of the Industrial Bank 
of Japan, nothing much was done in the w\ay of “importation of 
foreign capital ” for some time. The Imperial Government has 
firmly abstained from raising any new loan since 1907, the last 
one being issued in March, 1907, amounting to J‘23 ,000,000. 

The first foreign loan in the year 1909 was that of th6 Yoko- 
hama City, raised in February, amounting to 6-18,000 yen, for 
the purpose of enlarging the gas enterprise of that city. 
price of issue w^as 95, and the interest 6 per cent. 

In April, 1909, the Osaka municipality loan oi T3 ,084,940 
was issued in London. The conditions were as follows : Price 
^ March ^umber of the Economic Journal for 1908. 
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of issue, 97 ; interest, 5 per cent. ; term, 30 years, of which the 
first 10 years was to remain unredeemable, and the first charge on 
thh revenue from the harbour, the electric tramway, and the 
waterworks. 

The issue of the Nagoya City loan came next in May, 1909, 
amounting to the sum of £800 ,000, the conditions being : Price 
of issue, 95J ; interest, 5 per cent. ; term, 35 years, of which the 
first 8 years was to remain unredeemable, and the first charge 
on the revtjnuc of the city water rates. 

The City of Kyoto, then followed with the issue of a loan 
of 45,000,000 francs in Paris in July, 1909. The price of iR,sue 
■^'as 99; interest, 5 per cent. ;'term, 30 years, of which the first 
10 years was to remain unredeemable, and the first charge was 
on tlie rev(!nue of the city, from water rates and tramways. 

The last municipal loan floated abroad was £710.500 of the, 
Yokohairni waterworks loan issued in July, 1909. The conditions 
were as follows : Price of i.ssiie, 98; interest, 5 per cent. ; term, 
45 years, of which the first 15 years was to remain untouched, 
and the first charge on the subsidy of the National Treasurj' and 
the revenue from water rates. 


As for private c.oni]>ani(‘s, 

, besides the 

X'2,000,000 debentures 

of the* Industrial J3aiik of Japan issued in London and Paris in 
Poeember, 1908, and i!4, 000.000 debentures of the South Man- 

churian liailvvay C’o. issued in June and 

December, 1908, there 

arc many. But in order to bo brief, outstanding foreign capital 

investments arc summarised 

as follows 

- 

Prom England ; — 


Amount. 

Kind of companies 

No. 

yen. 

Banking 

3 

30,000,000 

Railways 

1 

80,000,000 

Tramways 

3 

6, .300, 000 

Shipping 

1 

2,(K)0,000 

Mining 

1 

6,000,000 

Spinning 

3 

3,100,000 

Gas enterprise 

1 

3,000,000 

Paper industry 

1 

1,600,000 

Oil industry 

1 

1,000,000 

Total 

... 13 

112,900,000 

From France ; — 



Banking 

1 

10,000,000 

Spinning ^ 

1 

400,000 

Weaving 

1 

250,000 

Total 

3 

10,650,000 

Prom the United States :■ 

• 


Shipping 

1 

2,000,000 
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IV. — Foreign Trade. 


Exports. Imports, 

Year. yeu yon. 

1905 321,5B3,r»10 488,638,017 

190G 423,754,892 418,784,108 

1907 432,412,873 494,407,346 

1908 373,245,073 ‘436,267,402 


During these four yonrs the imports exceeded the exports, 
except in the year of 1906, and the biilanctj appears at first sight 
rather unfavourable. But a candul and detailed investigation of 
the situation ought to remove uneasiness, as the chief bulk of 
imports consists of machinery and raw material, while that of 
exports consists more or less of mahufactunjd goods, thus proving- 
that Japan is gradually transforming herself from an agricultural 
into a manufacturing couniry. Moreov'er, in 1908 the general 
/Icpression, the panic in the United Ktates, and the fall of silver 
in China, have caused the export business of Ja]^an to be very 
inactive, thus making the year quite an abnormal one. 

V.— MoisiRY Market. 

After the buoyancy which previii](‘.d til! 1907 there came a 
reaction, and the spirit of enterjuise gradually snl^sided. giving 
rise to more supjdy and h‘ss demand for ('anital. ^rius is proved 
by the following table of Ixith bank and market ra t(‘s of interest 
during the last five years in 'fiokio. 

Bank Rate. 


Tlic Bank of Japan. 
Highest Lowest 

per cent. I)er cent. 

1905 8 0 7-3 

1906 8 0 G'G 

1907 7-3 6*6 

1908 7-3 7*3 

1909 July .... 6-57 

„ August . . 5*84 

Maeket Rate. 

1906 12*8 5-8 

1906 12-8 5U 

1907 11-7 6*8 

1908 12-8 6-6 

1909 July 12'0 5 8 


Frugality and saving habits of the people also tuid to do with 
the increase of funds, as appears from the statistics of the 
deposits in Tokio associattjd banks, the deposits of the Osaka 
associated banks, and the Post Office deposits during the period 
1903-09. In that period of half-a-dozen years the^ deposits in 
those banks has almost exactly doubled, while the Post Office 
deposits have more^tban trebled. 



JAPANESE PINANCB' 


127 


1910 ] 


VI.— Wages and Pbices. 


-Wages in Japan are 

steadily rising. 

This 

is well shown in 

the following table 

: — 








• 

1900. 

1901. 

1902. 

1903. 

1904, 

1905. 

1906. 

1907. 


.yen- 

yen. 

yen. 

yen. 

yen. 

yen. 

yen. 

yen. 

Farm labourer 

0*295 

0*320 

0*828 

0*313 

0*380 

0*320 

0*340 

0*360 

Tailor 

0-568 

0-620 

0*598 

0*578 

0*590 

0-640 

0-680 

0*740 

Shoemaker 

0-473 

0-506 

0-538 

0-535 

0’560 

0-570 

0*580 

0*680 

Confectioner 

0*298 

0*315 

0*340 

0-358 

0*330 

0-340 

0*330 

0*360 

Carpenter 

0-535 

0-593 

0*683 

0-588 

0*690 

0*600 

0-650 

0*760 

Plasterer 

0-540 

0*590 

0*693 

0*605 

0*600 

0*600 

0*650 

0*760 

Tile Hoofer 

0-585 

0*640 

0*636 

0*650 

0*640 

0*660 

0*730 

0*870 

Printer 

0*340 

0*380 

0*370 

0*363 

0-300 

0*380 

0*390 

0*440 

Blacksmith 

0*475 

0*488 

0*615 

0*523 

0*560 

0*650 

0*670 

0*650 

^artwright 

0-4G5 

0*498 

0*488 

0*485 

0*470 

0*610 

0*520 

0*630 

According to the above, it will be seen that the 

rate of rise 

18 Awy considerable. But it 

is by no means 

unreasonable, as 

the cost of living has considerably increased. 

In order to 

prove 

these facts, we must examine what changes took place in 

prices. 

The average of index numbers of prices 

of goods of daily con- 

sumption are as follows : 

— 








1900. 


1907. 


1908. 


1909. 


January 

100 


125*75 


129*64 


117*54 


February 

100 


126*66 


128*32 


118*54 


ls \ arch 

400 


126*79 


126-57 


118*20 


April 

100 


127*61 


125-70 


118*09 


May 

100 


127*78 


124*89 


118*82 


Juno 

100 


127*30 


122-96 


118*76 


July 

100 


126*43 


122-70 


— 


August 

100 


128*12 


122*85 


— 


September . . , 

100 


132-64 


122*91 


— 


October 

100 


133*61 


121*95 


— 


Noveiribcr .... 

100 


132*00 


120*46 





December 

100 


130*66 


117*54 


— 



Although the fall has set in lately, when compared with 1900 
the rise of general prices is a thing worthy of notice. 


VII. — Customs Duties. 

As our cu.stom3 tariff was fixed nearly Kalf-a-century ago, at 
the time wheii our' ports were opened to the outside world, it 
is natm-ally of a very unfair natime and without any underlying 
principle. In 1880 customs house regulations were enacted, but 
they were still subject to the old treaties. Since then some new 
treaties have been concluded, and the Law of Automatic Tariff 
was, enacted in 1897 (comjng into force from 1899), as well as 
the Law of General Customs Duties in 1899, thus establishing 
the distinctionietween automatic and conventional tariffs. Again, 
in March, 1906, the Law of Aut<Jmatic Tariff was revised, coming 
into force in the October of that year. But still unfairness and 
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anomalies remain, and reasonable amendment is to be expected 
in 1911, when the term of the present commercial treaties with 
foreign countries expires. 

The necessary steps for a thorough investigation of the subject 
are being taken both by the Government and business men. ‘ The 
chief points of discussion now are, naturally, w^hether to adopt 
free trade or protection, and whether to look to the interest of 
the consumer or the producer, &c., &c. But the general desire 
seems to be for fairness and moderation, avoiding extRmies. 

VIII.— Conclusion. 

From what has been mentioned* above, it is clear that tlie 
country is speedily recovering from her past unfavourable con- 
dition, and that her finance is conducted with the same skill and 
wisdom as it was during the w^ar. The general outlook seems 
to be fair and healthy, and if the coming rice crop turns out to be 
rich, a sure recovery of home trade will set in, and, with the 
low" rate of interest, a spirit of enterprise will be/*alled fortli. 

The late W"ar was indeed a hard trial for Japan, and it w'as 
feared that it might take many years before she would be able 
to set things right again. But, thanks tO the. iibiliiy of her 
statesmen as well as to the prud('nce of lier people, she was able 
sooner than w'as expected to make good the aiier-elfecis of a 
groat war by w^hich economy is apt to be disturbed and n.ational 
finance to be deranged. 

If nothing unforeseen happens, the eomplcte recovery from 
her past w'ounds will not only be near, but she will be able to 
show to the w^orld that, after all, her aspiration and ambition lie 
in the peaceful w^orks of commercial and industrial progress. 

JUICHI SOYEDA 
(CoTrespondent for Japan 
to the Boyal Econoynic Society) 


Memoranda hy Individual Commissioners on Various Subjects. 
(Koyal Commission on Poor Laws and Rcdicf of Distre^ss. 
Appendix. Vol. XII. Cd. 4983. Pp. iv + 461. Price 
5s. Id.) 

The four members of the (Commission who haye contributed 
to the interesting volume before us are Mr. C. S. Loch, Professor 
Smart, Mrs. Sidney Webb, and the Eight Hon. Charles Booth, 
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Theii* contributions vary both in length and importance. That 
of Mr. Loch comes first, and is far the shortest of them. It 
deals with Poor Law history from the 43 Eliz. to the Amendment 
Act of 1834, containing a short account of the provisions of the 
Elizabethan Act, and a sketch of the ‘'development of thought 
and method ” in Poor Law Administration up to 1832. Professor 
Smart more or less takes up his parable where Mr. Loch lays 
his down. He opens with an analysis of the Act of 1832, and a 
section on the Principles of 1834. The third section treats of 
the work of the Poor Jjaw Commission by taking each annual 
report in tiun and commenting upon it. This method has the 
• %di'antage of showing the gradual progress of the work from 
year to year. But when he comes to the Poor Law Board (1847- 
1871), he deals with each phase of Pauperism in turn, beginning 
with the ordinary pauper, in whose case he distinguishes four 
administrative periods. The other subjects dealt with are : — 
Education of Pauper Children, Medical Treatment, Emigration, 
Lunacy, Vagrancy, and Irremovability. Finally he devotes a 
last section to the- “First Six Years of the Ijocal Government 
Board,*’ and the Cnisade against Out-Eelief in the ’Seventies. 

Mrs. Webb’s object in her memorandum, as she explained in 
her iritroduction to that part of it which has since appeared in 
book form, is to enable the position and constitution of the Poor 
Law to-day to be fully understood by the aid of the writing of 
its history. The first part deals with the Policy of the Central 
Authority from 1834 till to-day. The opening chapter, entitled 
“The Eevolution of 1834,” covers both the Eeport of 1832 and 
the Act of 1834, and further chapters are given to the Poor Law 
Commissioners and the Poor Law and Local Government Boards ; 
and in each case a short treatment is given to each separate 
problem, or class of paupers, in turn. The second part will, 
perhaps, prove even more interesting. Its subject is the 
“Medical Services of Poor Law and Public Health Authorities” 
in various aspects. After an historical introduction, Domiciliary, 
and Institutional, Treatment of the Sick under the Poor Law are 
first taken, then the Public Health Services, and, finally, a ffw 
short chapters are given to the Conflicts of Rival Authorities, 
Volufitary Agencies and Recommendations. The last two sec- 
tions deal with the history of Poor Law Administration in 
Bradford and Poplar respectively. 

But the Memorandum signed by Mr. Charles Booth will, 
perhaps, have tLe greatest interest, because it is the first time 
that he has set forth his views on Poor Law Policy as a member 
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of the (’ommission. For it will be remembered that ill -health 
compelled his retirement from it during the course of the inquiry. 
But we are now given the author's views on the Reform of the 
Poor Tjaw. The inemoranduin is divided into two sections : 
Poor Law riiioris, and Arci\^ of Poor Law Administration. 
Each of these is aceompanii'd with an abstract of statistics, and 
the latt('r with two maps. Tlu' statistics belonging to section A 
deal with each imion in turn, and the other abstract shows the 
counties with tlu'ir admiinstrative divisions, mimbefs of paupers 
and iimnbe]* of adjustments likely to be required by the proposed 
new county authorities (Table L), and th(' grouping of the unions 
for the propostnl Poor Law Boards j^Table ID. 

Turning to the memoranda, the second is very short (.two 
pagesV but the first (Poor Law Unions, England and Wales) is 
fiillei’, and contains a sketch of the author's own pi'oposals. It 
has three si^ctioiis, “The Caso for Reform/’ “Cliangt^s Advo- 
cated.” and “Comparisons and Argunuaits,” in addition to the 
statistical information. The actual pt'o]>osais an‘ : — Larger areas, 
complete iiistitiitioual organisation : mon^ control over coming-in 
and going-out of inmates: closer n^striction, wit!) more uniform 
administration , of out-relud : and recognition of distinct splieres 
for the Poor Law, Public and Voluntary Action in the 

matter of sickness, 

B. Dmrle 


Report Of the Munieipal Taxation Canivutlee for the United 
Provinces of Agra and Oudh. 190809. Pj). l‘J4. 

Tins report gives us a most interesting picture of municipal 
finance in its undijveloped stat(‘. In tht‘ United Ibovinces the 
revenue from octroi is still th(‘ main resource of most municipali- 
ties, and it was the obvious disadvantages of this source of 
revenue wOich gave birth to tlu* inquiry outlined in the present 
paper. Accordingly we find that the subject of octroi taxa^tio?) 
occupies the greater jiart of the report. In India, as in other 
countries, the early hi.story of octroi presents two f<?atures which 
may still be found surviving hen* and there. These features are 
(1) that octroi was originally an imperial tax upon w^hicji the 
residents of the town had no claim ; (2) that octroi began in the 
form of a “terminal tax ’’—that is to say, a tgx on* all goods 
entering the town, without any attempt to refund the amount 
paid on goods subsequently exported In India the Central 
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(jrovernmcnt has entirely renounced its r(^venue from oetroi in 
favour of the municipalities, but a vestige of the ('arly type is 
stili found in Italy, wheni the octroi income' is divided between 
the municipalities and the State. “Terminal taxes,” howwer, 
have not ycd disappeared from India, and show' no signs of doing 
so, in s]:)ite of the [)rohibitions and disapproval of the Central 
Groveinment. Indeed, there scieras to be a constant tendency for 
the orthodox octroi to relapse into a terminal tax ; and this ten- 
dency w'ould seem to follow' inevitably from the inherent vices 
of the system. The advantages of octroi as a source of revenue 
may be outlined as follows : It is a productive tax which grows 
’^vvltth the pros])i‘-rity of the tmvn. It falls on a class which could 
not otherwise be tax(‘d, and it escapees the unpopularity which 
attache's to direct taxation in India. It is colli'cted from a small 
and intellig(‘nt class, or else from small traders who, as one 
witness (h'seribed it, have become us(‘d to sufh'nng by force of 
habit. On the other hand, tlu^ disadvantages of octroi are many. 
Th(' establishment or amendment of an oedroi seht'dule is an 
operation which requires a grc'ater knowledge* of economic con- 
ditions than is usually ]K)ssessed by munici})al boards, and there 
is always a. dangei- that ehangi's may be niadi* for thi* benefit of 
certain inhuvsts rather than for the benefit of tin* towm at large'. 
The' cost of collection is very heavy, tlie average cost throughout 
the firovinees being about h1’‘2 per cent, of the net income from 
octroi. This involves the cmploymc'nt of a p()orl3"-paid staft* of 
officials who make up for the smallness of their pay by the multi- 
plicity of their (exactions. Much trouble is (’aused to raihvay 
passengiTs by the examination of luggage'. “The difiiculty is 
specially felt whem there are w^omen in the party. In such cases 
it is alleged in some jdaces that unless the demands e>f the staff 
are' satisfie‘d, the whole of the baggage is ransacked, and the 
underclothing eif the females of the party ox]:)Osed to ribald jest.” 
But the two most glaring evils of the octroi system are the ad 
valorem assessment and the rc'fund procedure. The assessment 
of a tax ad ralorem necessarily involves delay ; the goods are often 
damagi'd during examination, and the inspection of invoices leads 
to tjie revelation t)f trade, secrets. 8uch an assessment also en- 
courages the subordinate officials to display a becoming zeal by 
charging duty on every article wfrich can conceivably be brought 
within the range of the octroi schedule. “In Allahabad a bottle 
of hair-wasJi w*as imported by passenger train, and after vain 
attempts had been made to include it for octroi purposes amongst 
chemicals (wdiich it was stated not to contain) it w as classed as 
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‘ eggs/ as part of its composition was the white of eggs/* It 
it possible that the evils of the ad valorem assessment might be 
avoided, but there would seem to be no escape from the defects 
inherent in the refund procedure. The committee made extended 
inquiries upon this point, and are able to state that as a rule the 
expense and worry of obtaining a refund are practically equivalent 
to the amount of the 1 ‘efund itself. In practice, therefore, an 
octroi system would seem to be equivalent to a terminal tax, and 
that at a very high rate. It is obvious that if no refunds were 
made, the scale of duties could be lowered without any loss of 
revenue. Therefore, since refunds confer no real benefit upon 
through trade, it would be an immixed benefit to replace octrei" 
by a ‘‘terminal tax/* Here the committee join issue with the 
opinions of the Government of India as laid down in a resolution 
of 1899, which runs as follows : “Even in the Presidency towns 
it has been observed that proposals to impose a terminal tax for 
local purposes with no exemptions or refunds have been seriously 
advocated. The line of argument in such cases appears to })e 
that as the Government of India approve and “sanction th(‘ levy 
of octroi, and as a tax of this sort with the best arrangements 
is a greater iiicoiivenience to through traffic than a small import; 
with no refunds at all, therefore the Government may bt‘ taken 
as agreeing to a general duty with no refunds, provid(‘d it is 
light enough. The Government of India rt^pucliat(‘ this erroneous 
argument, and desire to make it clear that i]i tlieir opinion, unless 
facilities for refunds and exemptions can be arranged, octroi of 
any kind is not an admissible form of taxation.’* 

The Government of India in effect says : “If you think octroi 
too oppressive, you must abolish it altogether.” To which the 
committee replies : ‘‘We cannot do without the taxation of com- 
modities. Octroi is more oppressive than a terminal tax. There- 
fore let us have a terminal tax.” 

Several other sources of revenue are in fact suggested by the 
committee, and of these the tax on houses, on railways, and on 
undeveloped building land are worthy of notice. The objections 
which apply to the general use of a house tax in India are of 
some interest. Firstly, there is great difficulty in making asses;=- 
ments, owing to the fact that niiarly every man lives in his own 
house, and in some districts it is very difficult to find a rented 
house at all. Secondly, the nature of a house is not in India, as 
it is in England, a fair indication of the means of*the inhabitant. 
To quote the report : ‘‘The poor man may become rich, but he 
will continue to^Iive in his ancestral hovel. The descendant of 
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the rich man may become miserably poor^ and find it difficult 
to supply himself with the necessaries of life. He will not in 
any circumstances desert the home of his ancestors. He may 
live by selling the beams or the stonework of portions of the 
palatial residence wdiich he occupies so inadequately, but he will 
not consider it consistent with his honour to leave the house or 
to sell it to others.” 

Up to the present the rating of railways in India has been 
confined afmost entirely to charges for benefits conferred, such 
as conservancy, w^ater supply, &c., but within the last few years 
a movement has arisen in favour of throwing upon the railways 
j? more considerable charge towards the general expenses of 
municipalities. This movement, however, has been unsystematic 
to the verge of chaos, anJ each municipality has proceeded upon 
its own particular and generally unsuccessful methods. With a 
view to bringing into line the ill-rcgulated efforts of the various 
local authorities to solve this problem, tlie committee have set 
upon themselves the task of delineating upon the tabula rasa of 
Indian local finailce a novel method of railway assessment. After 
examining the parochial assessment of English railways and the 
ciimulo assessments of Scotland and Indand, the cominittce came 
to the conclusion that neither of these methods was applicable to 
local needs. Their final judgment is in favour of a rate leviable 
on ” local gross earnings,” t.c., “freight earnings attributable to 
traffic received at and despatched from the stations in the muni- 
cij)al area.” 

Such a rate would seem to measure in a very reasonable way 
th(^ indirect benefits received by the railways from municipal 
enterprise; c,g., the local gross earnings represent roughly the 
amount of traffic passing over municipal roads to the railway 
station. To an English reader, of course, the scheme loses 
greatly in interest ov^dng to the fact that it has no place for purely 
rural authorities. 

Lastly, the committee deal with the subject of unearned incre- 
ment, but in a very sketchy manner. Their only positive recom- 
mendation is for th(^ taxation of agricultural land lying within 
municipal limits. In supporting this suggestion the committee 
take up a position far in advance' of that usually held by land- 
taxgrs in England. Thcy.do not suggest that such land is being 
deliberately held out of the market by speculators ; they merely 
maintain that.the annual value of such land is very high owing 
to its accessibility to the markets of the town and the facilities 
for its cultivation, and that such value might equitably be taxed, 



184 THE ECOHOMiq JOURNAL [MARCH 

the burden of the tax being divided between owner and occupier. 
Nothing is said with regard to existing contracts. 

The committee also took evidctice with regard to the taxation 
of increments of site-values, but did not come to any conclusion 
on this siibjcet largely owdng to lack of information. They say : 
“As far as we can ascertain, the only impost of the sort which 
is in actual operation is the American systcmi of taxation of im- 
proved values/’ ft is unfortunate that no organisation exists 
whereby the committee could have informed ihemselv(‘s, r.r;., of 
the Frankfort system. I). A. Barker 


Obituary ' 

Pr. N. G. Pierson 

December i24Tn, 1909, the Netherlands had to deplore the 
loss of their most eminent economist, Mr. Nicolaas Gerard 
IMcrson. To English r(‘>aders Pierson was well known by the 
Plnglish version of his great treatise, and as the correspondent 
for Holland of the Koyal PVonomic Society. A brief sketch of 
his splendid career will, therefore, not b(‘ out of place* in this 
Journal. 

Mr. Pierson was born February 7th. 1839. He did not take 
his degree at one of the T^niversitios ; th(^ title of a Doctor of Law 
was conferred on him, honoris awsa^ in 1875, by the University 
of Leyden. After some years of practice in banking he was 
appointed in 1868, before his thirtieth year, as one of tlie 
directors of the Bank of tlie Netherlands. Since 1877 he com- 
i)ined with his directorship th(‘ chair of economics and statistics 
at the newdy -created University of Amsterdam, wdiich he occu- 
pied till he was called, in 1885, to the presidemy of the Bank. 
In 1891 he became a member of the Cabinet as Minister of 
Finance, and succeeden] in carrying two important reforms in 
fiscal policy, tlu^ introduction of a property tax and of a tax on 
biisimiss and oth(‘r incomes. In 1894 he retired from office, and 
returned to his scientific studies till 1897, wdieiLthe formation of 
a new Ministry was conferred on him. P"rom 1897 to 1901 Ihe 
Department of Finance was once more under his administration. 
Among the most important measures carried under his leader- 
ship must be mentioned the Dwelling-houses Aiii, which Mr. 
Pierson has himself commented** on in this Journal,^ and the 

^ Vol. xi. p. 511. 
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Act which introduced compulsory insurance in the case of acci- 
dents in industrial establishments. In 1901 his Cabinet had to 
resign after a General Election. From 1905 to 1909 Pierson 
was a member of the Second Chamber of the States-Ckneral ; 

‘ last year the state of his health did not permit him to apply for 
re-(dection. 

I can mention here only the most marked events in Pierson’s 
ever-bnsy life. For many years he took an active part in dis- 
cussions ori*a variety of subjects in Colonial fK)licy, and on the 
administration of public and pi^ivate relief. The range of topics 
in which he look a lively interest was very extensive. But first 
foremost among his many activities will remain his contri- 
butions to economic science. For more than forty years he con- 
tributed many artieh^s to* the Dutch reviews de GuU and de 
Economist ; in 1875-76 he edited the hrst edition of his First 
PTineiples oj Political Economy (tmtirely rewritten for the 5th 
edition, 1905) ; followcMl in 1884-90 by the more extensive treatise 
Manual of Political Economy (2nd edition, 1896-1902). 

of the most characteristic features of all the w’ritiugs of 
Mr. Pi(UHon is his extensive knowledge of foreign (‘conomic 
literaturte H(‘ possessed a marvellous capacity for taking pains. 
Befoni writing one of his lirsi articles in dc Economist of 1866, 
on the Italian economists oI the seventeenth and eighteenth (‘cn- 
taries, he had studied the whole of the fifty volumes of the col- 
lection by C^ustodi, and he did not publish Part IV. of his Manual, 
on Public Finance, until aft(*.r having run over all the volumes of 
Sclia n 7 / s Fi nan zarch iv . 

Anotlun- f(*.aturc of Pierson’s WTitings is a remarkable lucidity 
of arrangement and exposition. He had the talent of treating 
difficult subjects of theoretical economy in a manner w^hich made 
them palatable^ even to a lay public. In the words of Prof. 
Edg(‘.worth : “His solid sense and weighty learning move 
steadily along the main lines of economic reasoning like those 
vast migines wdiich, rolling ov(‘.r our material high roads, render 
them smooth, compact, and serviceable.”^ Pierson’s success as a 
University teacher has, at least in part, been due to the great 
clearness of his thoughts, and to his facility in finding the most 
hafipy expression for them. 

In the time-honoured controvtirsy on economic method, 
Pierson has been from tKc first a strenuous defendant of the 
necessity. of deductive investigations. To his influence, and that 
of his predecessor in the presicjimcy of the Netherlands Bank, 

1 Economic Journal, vii. p. 679. 
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Mr. Mees, it is to be ascribed that the one-sidedness of the so- 
called historical school of German economists has been early 
recognised in our country by the great body of Dutch economists, 
so that they have been spared the necessity of retracing their 
steps, as their colleagues in a neighbouring country are in the 
way of doing in these latter days. But from this it is not to be 
understood that Pierson undervalued historical and statistical 
research. In no better way can be shown the universality of 
his genius than by the delight he himself took in original investi- 
gations in the field of history, such as, inter alia, the essay on 
the value of the Dutch mediaeval coins in de Economist of 1906. 
And he was fully convinced of the absolute necessity of statistiew?^ 
for the development of concrete economic science, just as well as 
for practical social economics. He struggled hard to put our 
statistical service on a good basis. 

The development of the public organisation of the statistical 
service has been a very slow process in the Netherlands. In 
1878, when the case for the erection of a Central Gov(irnment 
Statistical Bureau seemed hopeless, Pierson took the initiative 
for the opening of a private “Statistical Institute/’ under the 
management of the Statistical Society. From 1884 to 1891 the 
Institute did good service, but no sooner iiad Ihorson entered 
the Cabinet than steps were taken for the instilution of a public 
“Central Commission for Statistics.” The goal was reached in 
1899, when Iherson was again in the Cabinet, by the erection of 
the “Central Bureau for Statistics.” After leaving oflice, 
Pierson has been for some years President of tlie Central Com- 
mission, and found great satislactiou in witnessing the eoiitiiiuous 
development of the institutions, which had been called into being 
under his auspices. 

It is imix)ssible in a few jiages to do full justice to Pierson’s 
work in economics. Only a few jioints can be mentioned here. 

Pierson was a firmly convinced Free Trader. Although, on 
this subject as on others, he was far from being a doctrinaire, 
he could not speak without irritation on the proposals, made 
some years ago, of levying import duties on food products. He 
was the first president of the society for defending free inter- 
national exchange, established in 1897. On the population 
question he recognised the (essential truth of the doctrines daid 
down in Malthus’s famous essay. In one of the best chapters of 
his Manual he refuted the criticisms of Leroy^Bcaulieu and 
others. He gives an attractive dcetch of the rise in the general 
standard of living, which would have been possible in European 
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countries, if the increase of population had taken place at a less 
speedy rate. Against the cry, raised by the detractors of 
Malthus : “We must go back to Godwin,” he put the serious 
warning that, given that increase, all measures for increasing 
production ought to be placed in the first rank, and those for 
realising a bettei’ distribution of income only in the second. 

Still, in questions of social economics, he was no adherent of 
the laisser-faire doctrine. He had an open eye for the drawbacks 
of an unbridled individualism. “We have not become Com- 
munists,” he wrote once, “but in our judgments on social 
matters is to be found an element of communism. We respect 
property as the best means to an end, general welfare and general 
culture, but it deserves respect only so long as it contributes to 
that end.” * 

On February 7th of last year, Pierson’s seventieth anniver- 
sary, a committee, consisting of representatives of many shades 
of political opinion, took occasion to express in his presence their 
warm gratitude for all the good work he had done in his long 
career in the interests of his country and for the advancement of 
economic science. A capital was offered for the foundation of a 
“N. G. Pierson Fund,” intended to promote original economic 
research. Fjven then the state of his health did not permit the 
organisation of any public festival. From that time ht^ did not 
recover, and before the end of the year he w’as taken from his 
beloved wife and his mauy personal friends, after a prolonged 
and painful illness. 

H. B. Greven 

Leyden. 


Walras 

Marie Esi>rit Leon Walras, son of Antoine Auguste Walras 
and of Louise Aline de Saint-Bcuve, wa^ born December 16th, 
1834, at Evreux (Eure), in Normandy. He entered the college 
of Caen in 1844, and afterwards the Lyc^e of Douai, where in 
i851 he graduated as Bachelor of Arts. After a further course 
of mathematical^ studies he graduated also in science. In 1854 
hrf entered the Paris “School of Mines,” but finding that he had 
no taste for technological studies, he left and devoted himself 
to literary and economic w*ork. His first work, published in 1859, 
was a refutation of the doctrines of Proudhon. In 1860 he took 
part in a Fiscal Congress at Lausanne. The Swiss Council of 
Public Education instructed the Department of Public Education 
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to appoint Walras lecturer on political economy at the Academy 
of Lausanne, a proposal which only took effect after ten years. In 
1860 he had begun to contribute to the Journal des Economisies 
(Paris), and in 1860 he was writing for La- Presse. After he had, 
in 1870, entered on his duties at Lausanne, he published* his 
Elements d^'corwmie pure, 1871 anl 1877. The second edition 
appeared in 1889. His Theorie mathhnaiique de la richesse sociale 
was published in 1883. He ceased teaching in 1892, and was made 
honorary proh^ssor of the University of Lausanne. These points 
of information an? given in his autobiography, published in the 
Giornalc degli Economisti, December 1908. 

In 1896 Walras published Etudes d' Economie sociale (Theorie 
de la repartition de la richesse sociale). He died on January 4th, 
1910. 

* The work of Walras is complex, and btromc's intelligible only 
when we analyse its elements. He himself attached cliief import- 
ance to it as the expression of a reformer. But this is not its 
leading feature from a scientific point of view. Ntw’^erthe'h'ss, it 
was as a movement of 7’eform that what is knowm as classic 
political economy took its rise. It w'as an attempt to break 
entirely with the past, and to organise society on a fresh basis. 
It was believed that practical solutions could bo obtained through 
economic science alone. And that science became synthetic 
instead of analytic. 

In the former half of the ninetecmlj century, this new ortho- 
doxy suffered from a succession of schisms. Sonic? of these were 
notable as attempts, not always realised as such, to re-establish 
the balance of ideas disturbed b\ the one-sided view of “classic” 
economics, and to reduce the science of economies to the rank 
of a branch of social science. 

Walras was one of these schismatics, and as such, it may be 
said of him that he was influenced by his environment. Fortun- 
ately, however, for scicn('e, he felt the need of laying a solid 
foundation for liis schemes of reformation, and was thus led to 
re-examine the bases of economics. 

The second part of his w^ork may therefore be defined as the 
attempt to supply a firmer basis to the theories of politi<'al 
economy, and to apply the methods of mathematics to that study. 

In his Elements d'economie pure we read; “Pure poliiifal 
economy is essentially the theory of the determination of values 
under a hypothetical system of absolutely free jeompetition 
(p. xii.). This, if applied to a science of actual phenomena would 
be unintelligible. Such a science might institute an inquiry into 
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free competition, but it would also have to examine monopolies, 
socialistic organisations, &c. Could we conceivably say : — 
“Statics is essentially the theory of the determination of the 
balance of free material points?” Clearly no. This is but a part 
of statics. 

But it is easy to’ explain Walras’s position if we consider the 
goal at which no aimed. His plan of reform was concerned with 
a field of economics dominated by free (‘ompctition ; hence he 
was natiirafly bent on constructing the theory of that field. Never- 
theless, w^hether he realised it or not, such an inquiry is of service 
in yet another quest. In analysing what actually is, in separat- 
ing by abstraction the different parts of th('. concrete economic 
phenomenon, we do find a part that may be termed free com- 
petition. Walras has the ^reat merit of having given us the theory 
of this part considered as a general case.^ 

The use of mathematics enabled him to study cases of mutually 
d(q)end(‘nt phcmonKma. These are far nearer to reality than 
W'hen they a-re considered only under the aspect of causes and 
tdfects — the only 'aspect accessible to ordinary logic. 

When mathematics are applied to particular probh'ms of 
economic scienc'c, they lead merely to results more curious than 
useful. We should not err widely from truth in saying that, 
restricted within these limits, the use of mathematics in economic 
science is futile. On the other hand, for the conception of 
ei*onoinic phenomena in a state of mutual dependence, it is simply 
indispensable. So far nothing else will serve, and he who gives 
up trying to form that conception may as well give up the use of 
mathematics. He is in the position of a man who is satisfied 
with knowing the topography of a small portion of the earth’s 
surface, and (‘ares not at all to know' the general shape of the 
terrestrial spheroid. It must be admitted that there arc practical 
problems for which the former sort of knowledge is more 
important than the latter. The analogy holds good in the case of 
economic* problems, and indeed for nearly all practical sciences 
as compared with theoretic science. 

Walras did for political economy that which Lagrange effected 
for rational mecljanics, and his fame is bound to grow with every 
advance of science. But just as the merit due to Lagrange in no 
wax effaces that of his predecessors and collaborators, so does the 

^ Walras studies the problem of economic equilibrium in considering constant 
values. Professors Edgeworth and Irving Fisher have discussed the problem in 
terms of variable values, whereby in a way the problem is made more general. I 
cannot here go into these points of view, belonging, as they properly do, to the 
history of new economic doctrines. 
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merit which belongs to Walras detract no iota from that due to 
scholars like eTevons, who contributed with him to the construc- 
tion of new theory. There is going on, simultaneously in England, 
Germany, Austria, America, and Italy, a forward movement 
towards a rational economics, similar to that of rational mechanics. 
Walras was the first to give the theory of a general case. Herein 
he opened up the path to other similar theories and to investi- 
gations which in the future will attain an ever-increasing com- 
pleteness and generality. 

ViLFRBDO Pareto 

Lausanne. 


CiTv Notes. 

W(‘ have received the following “City Notes “ from 
“E. G.":-- 

The Money Market . — An easy money market has characterised 
the beginning of 1910. When we wrote three months ago the 
Bank Rate was being reduced from 5 to per cent., and the 
decline has since continued, the steps of the reduction being to 
4 per cent, at the beginning of January, 3^ per c(‘nt. hi the 
middle of January, and 3 per cent, early in February. In this 
way, slowly, but without check, the money market has returned 
to the condition of ease which prevailed before the spasm of last 
autumn. In sjhte of the general improvement of trade whi<;h has 
sprung up and the disposition to speculate wliich has been growing 
every whei-e, the consequence of chronically dearer money, which 
will no doubt come about before long, has not yet resulted. Per- 
haps the interruption of business activity by the elections has 
helped the slackness; but the fact, whatever the cause, is all in 
favour of a stronger business and speculative movement in all 
directions later on, the trade revival having only been momentarily 
checked. 

The Elections and Business . — A General Election always spells 
interruption to business, as it withdraws many of the leaders in 
finance and trade from their usual activities. Moj§tof the business, 
of course, goes on without the leaders, current and ordinary affairs 
being managed by subordinates ; but 'active leadership is iifdis- 
pensable to the full working of the industrial machine, and this 
is wanting to some extent during an electoral contest. The ex- 
penditure on the contest itself involves, too, a withdrawal from 
the markets of part of the funds that usually support them, and 
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although this may appear comparatively unimportant, as the 
whole cost of a General Election is about £2,000,000 only, which 
is a*mere fraction of the immense sum of cash and credit that can 
in a moment be put at the service of City operations, yet the 
amount is sufficient to make a difference, for a time at least. The 
interruption caused by the recent elections has probably been less 
sensible than it often is, owing to the readiness of operators for 
a boom, and the long anticipation of the approach of the election 
itself. JSfo^ that it is over, everything — or almost everything — 
has started forward at once. 


The Fall in Consols , — A A exception to the cheerful aspect of 
the markets continues to be made by home securities, especially 
Consols, where the cause of the weakness is, almost certainly, 
in part political. The credit of the English Government, owing 
to the |K)litical activity of Socialists and the power they have 
gained in the councils of one, if not both, of our great political 
parties, is no longer what it was. The reports of the transfer of 
investment money from English to foreign securities are probably 
exaggerated, but they came from too many quarters to be dis- 
regarded. Capital may not be “on strike,’" to use a memorable 
phrase of Lord Goschen's in 1867, but it has become more dis- 
posed than formerly to w^eigh pros and cons as betw^een home and 
foreign investments, and the favour to the home security is no 
longer what it was. Nothing else apparently can account suf- 
ficiently for the drop in Consols in the last four years, notwith- 
standing the large repurchases for the Sinking Fund of which 
Mr. Asquith has so often boasted. 

Price. 

Consols — February 27th, 1907 87 

Do, „ 2Gth, 1908 87/v 

Do. „ 24th, 1909 84 

Do. „ 23rd, 1910 81i§ 

There could be no stronger argument for looking carefully into 
our national finance, which must be damaged by the holding up 
of the Budget — the postponement of necessary business regarding 
expenditure and taxation to political wrangling. 


The Buhber and Oil Booms , — Stock Exchange activity has 
beeh manifested in the Special direction of a boom in rubber 
shares, ^ which we referred in our last Notes, and which has 
gone ahead since then in a remarkable manner, with the addition 
in the last week or twD of a smaller boom in oil shares. This 
rubber boom has already attained such large* dimensions as to 



142 THE ECONOMIC JOtJENAL [MARCH 

become a subject of general interest. Everybody is talking o£ it : 
and no wonder. We have to do with something that reminds one 
of the great speculative manias of former times. The price of 
rubber itself, the foundation of the speculation, has risen from 
about 3.s‘. per lb., the price a tew years ago, to something between 
8<s'. and 9<v. per lb., with no sign as yet of a set>back. The reasons 
for the advance are on the one hand the huge and incieasiiig in- 
dustrial demand for rubber for many dilferent piir’poses, among 
which rubber tyres for motoring is prominent, but by no means 
the only demand ; and on the other hand the difficulty of increasing 
the supply quickly, as it takes a few' years to bring a rubber 
plantation into productiveness after, being started. Then', are 
accordingly all the materials for a speculative mania in the situa- 
tion, and we hnv(^ such a fact as this, 4s set out in the SUitint of 
February 26th, that in the two months of 1910 there have Ix'eji 
no fowxM' than tifiy-two mwv issu(\s of rubber shares of a fotal 
nominal amount of i'6, 493,600. Many of tljese shares cannot be 
really productive} for years to come; but ineanwhde, along with 
older shares, th('y are' the subject of spec'ulatiVe dc‘a lings and 
premiums, and the Stock Exchange is very busy jndt'cd. Just at 
this time the oil boom comes along to aid tlu‘ j>nmary br)om. JJic 
occasion here has ])e(}n the publication of stateriuMits as to larger 
purchases by the Admiralty of reservejs of oil for the warshijis, 
which has s]>ecially Ix'au'liied the Scolch (‘oinpanieis. But ibis 
is littl(‘ mor(} tlian an occasion, the signiticaiice of tlui move'iiuuit 
lying rather in tiie nsadiness with which it has beiui [reduced and 
the disj) 0 .silion already marulest(‘d by the public to partjcipat(‘ in 
the gand)U's. I’he present yt'ar, to all appearance, will b(‘ full of 
interest in the City. 


The Duty on Silver in Jndia . — The Indian Governmcixtjj^t 
appears, lias imposed a duty on tli(‘. irn[)ort of silver into India of 
four annas per ounce, and immediately there has been a severe 
fall in the ])rice of silver in the London market. One object 
a 2 >parently is to find revenue. There is a deficit in the Budget 
owing to the diminution of thc^ receiiJts from opium consequent 
on the anti-opium agreements with China. Stiil, it is much*to 
be regretted that the Indian Government continues in its jierverse 
course of tinkering with the money ot the country— silver. ^No 
doubt there will be all sorts of excuses for the proposed duty — 
that silver is no longer the standard money and that the duty will 
affect the coinage im^cisely as a seignorage would, while the duty, 
being on the import, will lessen the discrepancy between the 



1910] 


CaBRKNT TOPICS 


148 


value of uncoined and coined silver in India. But substantially 
the general effect of these measures is to keep the money of the 
people of India in an artificial condition instead of the Govern- 
ment having one of the precious metals for its standard free from 
tinkering and all artificial maiupulation. That trouble will come 
some day, if it has not already arrived, is very much to bo feared. 
Distrust of their money would be the very thing to creaks or add 
to the unrest of the people of India. 

K. G. 


Current Topics 

• 

Sir Christopher Furness addressed a meeting of the 
emf)loy(‘e-shandiold('rs of the IrviiKi Shipbuilding and Dry Dock.s 
Company at W('st Hartk'pool on December 8th of lust year on 
th(^ co-partnership scheme vvliicli is at present on trial at the 
works. He stated that as the result of the creation of the Works 
Council there had beiui no friction justifying serious mention. 
Workmen and dire(dx)rs had obtained a greater appreciation of 
each oUrt’s points of view\ and showed a more detxaininod desire 
to meet ea(*li other's wdsbes. He gave tjguri*s to [irove that 
the co-pai’tii('ry yards had passt’d through a year of gn'at pros- 
p(‘rity. He pointed out that the men had received the guaranteed 
4 j)er ctinl. upon their dejxisit, aud in addition 5 jK‘r cent, by 
way of bonus n])oii the sums they had left behind at the, oflQco 
weekly. Tin* scheme was described at its inception in the 
Current Topics of the Economic Journal of December, 1008. 


A CoNoRESs of Administrative Sciences will lie held in 
Brussels from the ’^Tth to the 3ist of July, 1910 in the grounds 
of tli(' Exhibition. Tlu^ Congress will be divided into four 
sections: (1) Municipal government; (2) intermediate organisa- 
tions between the State and the local authorities ; (3) organisation 
of central authorities; ( 4 ) administrative literature. A British 
Committee lias been formed, of which the Secretary is Mr. C. 
M6ntagu Harris, County Councils Association, Caxton House, 
Westminster. Among the writers of papers already arranged 
from the British Conimit*tee are Mr. Sidney Webb, Professor 
Sadler, Mr. Edward Jenks, and Sir Thomas Elliott. The entrance 
fee of dGl entitles a member to receive all the publications of the 
Congress, even though he is not present. 



144 


IHB BCONOMIC JOTJEHAB 


[MABCH, 1910 


Dueing the discussion of the Housing and Town-Planning 
Bill, Mr. Burns stated his intention of forming a new branch of 
the Local Government Board. In this there were to be concen- 
trated the various functions already vested in the Board in regard 
to the housing of the working classes, together with the important 
duties devolving on the Department under the new Act. The 
Treasury has assented to the appointment of the necessary staff, 
and the new department will soon be in working order. Three 
housing inspectors have already been added. They will be con- 
cerned not only with inquiries as to the sufficiency of housing 
accommodation throughout the country, but their services will 
also be used in connection with the appeals to the Local Govern- 
ment Board against closing and demolition orders. 



kecent periodicals and new books. 


Journal oj the Royal Statistical Society, 

January, 1910. Repicsentafwn of Examination Results in Three 
Dimensions* liii. W. Gaunutt. Difficulties in International 
Statistical Comparisons. A. ]). Webb. Distribution of Deaths 
with Age, G. Udny Yule. 

December, 1909. The Recent Growth of Population in Western 
Europe. Sir J. A. Baines. (Presidoniial address.) Follow 
papers on llic Use of the Median and On the Method of Corre- 
lation^ read by Mr. Bowley and Mr. Yule at the recent Congress 
of the International Institute of Statistics. 

The Economic Uevieto. 

January, 1910. The Landlord, Tli:v. F. W. Bussell. The evolu- 
tion of the landlord is traced from primitive patriarchates to 
the Englisli manor. The Conditions of Distress. E. V. 
Bthchall. Tile age, trade, wages in last employment, and other 
attributes of “4,000 Birmingham cases” are recorded. India 
and the Opiion Traffic. J). A. Barker, Karl Marx's Theory of 
Value. H. W. B. Joseph. 

The Contemporary Review. 

January, 1910. The Budget and British Capital. .Lord Welby. 
Lord Revedstoke s speech in the Budget Debate is traversed. 
Canada and Tariff Refor}n. J. J. Hakpell. In favour of Free 
Trade. 

The Fortniffhtly Review. 

December, 1909. Small Ownership, Land Banks, and Co-operation. 
Sir Gilbert Parker, M.P. 

The Nineteenth Century. 

January, 1910. A General Strike. B. C. Molloy. A Self-supporting 
Peyial Labour Colony. Edith Sellers. 

• The National Review. 

January, 1910. The Relations of Canada and Germany. J. C. 
Hopkins. * 

February, 1910. A Project of Empire. F. S. Oliver. Referring 
to Prof. NicJiolson’s new book. 

The Quarterly Journal of Economics (Boston). 

The Tariff Debate of 1909 and the New Tariff Act.* F. W. Taitrstg. 
The principal novelty in the advocacy was the^ijo-called “true 
.No. 76— VOL. XX T. 
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principle” that the cost of production at home and abroad 
should be equalised by protective duties. The Act ** still leaves 
an extremely high scheme of rates, and still shows an extremely 
intolerant attitude in foreign trade.” American ShoemalcerSt 
1648-1895. J. K. Commons. A sketch of industrial evolution. 
Insurance of Bank Deposits in the West. L. Oklahoma. Tech- 
nical Development in Cotton Manufacture since 1860. M. T. 
Copeland. The Measurement of Concentration of Wealth. 
G. P. Watkins, W. M. Peusons. A debate turning on the 
mathematical representation of statistics. 

Political Science Quarterly (New York). 

December, 1909. State Taxation and Foreign Lands. C. F. Robin- 
son. Readjustment of Railway Rates. C. C. McCam. Marxism 
versus Socialmn, IV. V. G. Simkhovitch. Our South American 
Trade. W. R. Shepherd. 

Journal of Political Economy (Chicago). 

January, 1910. The Tariff of 1909. II. Parker Willis. Tobacco 
Pools of Kentucky and Tennessee. Anna Youngman. 

December, 1909. La concurrence limiter el les effrts. G. de 
Molinari. La crise Anglaise. Yves Glyot. Previsums pour 
1010. J. Davies and C. P. Hailey. A summary of ihc forecasts 
as to economic conditions which are made in the authors’ annual 
Business Prospects. 

Journal dcs Keonomisfes (Paris). 

January, 1910. 1909, Yves Guijot^ Le Marche Financier, A. Raf- 

EALOVich. Les Comptes des exploitations industriclles do Vetat. 
6. Schelle. 

February. Du role politique dcs Economistes. Y. Guyot. Lc 
monopole dcs Assurances par Vciai. G. de Nouvion. L'evolu- 
iion du regime financier en Ausiralie. Biard d’Aunet. La 
condition des ouvriers de Vindustrie cn Espagne. A. Marvaud. 

llevuc d' Economic Politique (.Paris). 

January, 1910. lYActionnariat Ouvricr. Charles Gide. Some 
forms of profit sharing may be destined to prove a refuge — like 
the sanctuaries and free cities of old — from war, the war between 
labour and capital. Les valeurs mobiliers et les pro jets de re forme 
fiscalc. li. Truchy. Lc libic cchange et le protectionisme au 
Congres dc Londres, 1908. R. Dalla Volta. La situatioyi de la 
propriete ruralc en France. M. Augk Lauibe. 

February, 1910. La reforme des contributions dircctcs. A. Girault. 
Le machinisme ct le chomage. G. Olphe-Galliakd. Siirproduc- 
tion. J. Lescure. 

Revue d'Econoniir Politique Internationale (Brussels). 

December, 1900. Agricultural co-operation and credit in Spain, the 
economic comlitions of Persia, “financial life” in Hurope and 
(by Charles Conan t) America, are among the 'various subjects 
hanfUofl. 
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L'Egypte Contcmporainc (Cairo). 

January, 1010. The first imuibur of this review, the organ of the 
• newly-formed Khcdival Society of Political Economy, Statistics, 
and Legislation, contains articles on Mutual Insurance against 
Seizures of Meat at the Alexandria Slaughterdiouscs. J. B. 
PiOT (Bey). Hygic77e in Egypt. Prof. J. PIobbs. Foreign 
Exchange Operations in Egypt. E. Papasian. 

dahrblicher filr Nationalokonomic (Jena). 

October, VOGO. Das Zanftwesen Konstantinopcls ini 10 Jahrhun- 
dert. H. Gehrig. Die HandelspoUtik Niirnhergs im Spdtmitteh 
alter. J. Muller. Die Kaffeevalorisation. F. Schmidt. The 
experiment made by the State of Sao Paulo is of doubtful 

SUCCOBS. 

December. Die lieichsfinanzgrsetze v. 1009. A. Hesse. 

January, 1910. Die fransosischo Hparkassenwesen. Schacbner. 

Archie filr Sozialwisscnschaft tind Sozialpolitik (Tubingen). 

November, 1900. Dev kapiialisiische IJntrrnchmer. W. Sombart. 
The character and function of the entrepreneur are analysed. 

January, 1910, Karl Marx and Michael Bakunin. E. Bernstein. 
TTaushaltungfr-B ltd gets. S. Prokopowitscii. An extensive series 
of family budgets relating to workmen in St. Petersburg. 

Zcitschrift jiir die (lesamfc Staatsunssenschaft (Tubingen). 

1910. No. I. Wirtschaftwissenschaft und Wirtschaftspolitik. G. 
CoiiN. Menschcnsch'inuggel. The smuggling of yellow men into 
the United States of America is the subject of a paper by E. 
SciiULTZE. There are several other notc^worthy papers. 

Giornalc degli Economisti (Eome). 

October, 1909, La Seiniologia economica a base statistica. R. 
Benini. The observation of economic symptoms is prescribed. 
Ancora di municipalizzazione . G. Montemartini. TJ elemento 
Giuridico nclla Scienza delle finanze. V. Tangorra. La teoria 
dell cquilibrio economico secondo il Prof. V. Pareto. L. Amoroso. 

Novembkr-December, 1909. Ancora la legge di piccoli numeri. L. 
Bortkiewicz. The writer continues to defend his law of small 
numbers against tlie attacks of Signor Gini. Sulla teoria delV 
irnmiscrlmento. li. Michels. The alleged tendency towards 
increasing misery is considered. / principii distributivi delle 
impost e mod erne. B. Griziotti. An exhaustive examination 
of the first principles of taxation. I principii della teoria della 
moneia. Vecciito. The rate of discount is a fundamental 
element in the determination of the value of money. 

The Birista di Scienza (Bologna). 

Th(f Rivisia di Scienza (Bcflogna), also known as ^‘Scientia,” which 
purports to “co-ordinate the work carried on in different fields 
of knowledge,” has recently published the following articles 
relating to economics: VoJ. VI. (1909) Diminishing Returns and 
Value. T. N. Carver. Vol. VII. (1910) On the Use of the 
Differential Calculus in Economics. F. Y. Edgeworth. 
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NEW BOOKS. 

Angell (Norman). Europe’s Optical Illusion. London : Simpkin, 
. . and Co. Pp. 126. 

[The alarms about a German invasion are deprecated.] 

Bowley (A. L.). An Elementary Manual of Statistics. London : 
Macdonald and Evans. 1910. Pp. 215. 

[This manual is intended for the use of those who desire some knowledge of 
statistical methods and statistical results without going deeply into techniQalities or 
undertaking mathematical analysis. It is also designed as a hrst course for 
students who wish to proceed further.] 

Bukn (Joseph). Stock Exchange Investments in Theory and 
Practice. London: Layton. 1909. Pp. 322. 

[A course of lectures delivered at the Institute of Actuaries, 1908-9,] 

Cadbury (W. A.). Labour in Porti^uese West Africa. Second 
Edition, with an added chapter. London : Eoutlcdge. 1910. 
Pp. 187. 

Carnford (L. Cope). London Pride and London Shame. 
London: P. S. King. 1910. Pp. 174. 

Chance (Sir William). Poor Law lieform. Via Tertia. The Case 
for Guardians. London : King. 1910. Pp. 95. . 

Dodd (J. Theodore). The Poor and their Bights : IIow to Obtain 
Them under Existing Legislation. London: P. S. King. 1910. 
Pp. 28. 

Elderton (W. Palin and Ethel M.). Primer of Statistics, 
viii + SGpp. London: A. and C. Black. 1909. Is. 6d. net. 

[A very simple and elementary statement and explanation of those statistical 
terms and methods which are used in connection with frequency curves and with 
correlation ; primarily for the use of students in biometry, but of general use for all 
beginners in mathematical statistics.] 

Jones (Henry). The Working Task of tho Social Beformers, and 
other Essays. London: Macmillan. 1910. Pp. 305. 

Liverpool Joint Besearch Committee. How the Casual Labourer 
Lives. Beport on the domestic condition and expenditure of the 
families of certain Liverpool labourers. (Bead before and published 
by the Liverpool Economic and Statistical Society.) Liverpool : 
Northern Publishing Co. 1909. Pp. 114. 

Nicholson (Prof. J. Shield). A Project of Empire. London; 
Macmillan. 1909. Pp. 284. 

[Keviewed above.] 

PoNSONBY (Arthur). Tho Camel and the Needle’s Eye. London : 
Fifield. 1910. Pp. 186. 3s. 6d. Pp. 252. 

Pratt (E. A.). The “Tied House” System. London; IGng. 
1910. Pp. 16. 2d. 

Rose (Frank H.). The Coming FoKie : The*. Labour Movement. 
London: Independent Labour Party. 1909. Pp. 117. 

Treson (Frank). The People’s Progress. Lohdon : Murray. 
1910. Pp. 159. 

study of the facts of national wealth, with some answers to Socialists’* is 
tho secondary title.] ^ 
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V 

Tryon <Capt. C.)‘ Tarif! Ileform. London: National Review 
Office. 1909. Pp. 139. 

Welsford (J. W.). The Strength of England. A Politico- 
Economic History of England from Saxon Times to the Reign of 
Charles the First. With a preface by W. Cunningham, D.D. 
London; Longmans, . . 1910. Pp. 362. 

WiCKSTEEU (Philip H.). The Common Sense of Political 
Economy. London: Macmillan. 1910. Pp. 702. 

[“ This book is intended primarily as a popular but systematic exposition of the 
‘marginal’ th«ory of Economics.”] 

Williams (Sydney Charles). The Economics of Railway Trans- 
port. London: Macmillan and Co. 1909. Pp. 308. 


Barrett (J.). Latin America: The Land of Opportunity. 
Washington, D.C. : Interitational Bureau oi American Republics. 
1909. Pp. 104. Gratis. 

Bonar (J.). Philosophy and Political Economy in some of their 
Historical Relations. New York : Macmillan. 1009. Pp. xviii-j-414. 
lls. 6d. (New edition.) 

Callender (G.. S.). Selections from the Economic History of 
the U.S. Boston: Ginn. 1009. Pp. 750. 10s. Od. 

Ely (Prof. K. T.). Outlines of Economics. Revised and enlarged 
by the author and Professors Thomas S. Adams, Max. 0. Lorenz, 
Allyn A. Young. New York : Macmillan Co. 1909. Pp. 700. 

[The book purports to differ from tho Elementary Principles of Econotnics 
published in 1904 by Ely and Wicher in that it is a more advanced treatise adapted 
for use in Oolloges. ] 

Hughes (J. W.). Value Price and Profit under Universal Mono- 
polies. Int. Boc. Review, August, 1909. 

Ljghtenberger (James P.). Divorce. (Columbia University 
Studies.) New York : Columbia University. 1909. Pp. 230. 

[From a greater freedom of divorce tho writer expects ultimately boneficia 
results, though the immediate result may be to increase the divorce rate.] 

Mills (H. E.). Outlines of Economics. New York: Pough- 
keepsie. 1909, Pp. 133. 

[Intended as a guide for students using specified toxt^books.] 

Nathan (N.). Economic Heresies. Boston : Houghton. 1909. 
Nation, 4, N. 1909. 

Price (W. H.). Life Insurance Reform in New York. (Amer. 
Econ. Association.) Cambridge, Mass. 1905. Pp. 95. 

^Seligman (E. R. A.). Principles of Economics. Fourth edition, 
revised and enlarged. New York: Longmans. 1909. Pp. Hi + 710. 
lls. 6d. 

[fiibliographioal notes, tables and charts have been brought up to date.] 

Belig>!an (Prop. E. R. A.). The Shifting and Incidence of 
Taxation. Thfrd edition, revised and enlarged. New York: Columbia 
University Press, 1910. Pp. 427. 

[The new edition contains references to the most recent discussions, besides 
mapiy other additions.] ^ 
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Unwin (G.), The Guilds and Companies of London. New York : 
Scribners. 1909. Pp. xvi4-397. 8tS. 4d. net. 

[An Historical study of the London Guilds from the days of Henry Plantagenet 
to those of Victoria.] i 

Urban (Wm.). Valuation: Its Nature and Laws. New .York: 
Macmillan. 1909. 

Andr^ades (Prof. A.). Ijes finances Serbes. 

Blanchard. Cours d 'Economic Politique. Tome I. La produc- 
tion, la consommation, et la plus grande partie de la repartition, 
Paris : Pedone. Pp. 712. • 

[The course purports to be for the use of students of the “ Faculties and Schools 
of Law.’’] 

CoRNELissEN (C.). Th^oric du salaire etdu travail salari4. Paris : 
Giard. 1908. 

Dewavrin (M.). Canada cconomique au XX. siecle. Paris : 
Riviere. 1909. 3,50 fr. 

JuLiN (Armand), Pr(f‘cis de Cours de Statistique. Avec une 
preface par M. A. de Foville. Brussels: Misch. 1910. Pp. 242. 

[An abbreviated outline of the elementary methods and technique of statistics, 
followed by a more detailed comparative account of the nature of the data collected 
in several countries as to population, production, agriculture, trade, transport and 
prices. A book of statistical rubrics and definitions, but without actual statistics.] 

Maunier (Rene). L’origine ot la fonction economique des villes. 
(Bibliothcque Sociologique Internationale.) Paris: Giard. Pp. 325. 

Mony (M. 8.). Elude sur le travail. Third edition, revised. 
2 vols. Paris : Plachctte. 1909. 15 fr. 

[A treatise on modern social organisation.] 

PiRARD (Lieon). De Porclre Social. Paris: Leb^gne. Pp. 333. 

Poinsard (L.). La production, le travail, et le probl^me social 
dans tons les pays au XXme. sie(d(\ Paris : Alcan. 1907. 

Seailles. La Repartition des fortunes en France. Paris : Felix 
Alcan. Pp. 144. 

Seignobos (C.). La methode historique appliquee aux sciences 
sociales. Paris : Alcan. 1900. 5.50 fr. 

Si!:neciial (I^eon). La Concentration Industriolle et Commer- 

ciale en Angleterre. Paris : Publications Scion tifiques. 19iS^/ Pp. 

240. ''F; 

y 

Sxjbercaseaux (G.). Essai sur la nature du papier monnaie. 
Paris : Larose. 1909. Pp. 44. 

[As Professor of Political Economy in the University of Chili the writer has had 
an opportunity of observing the phenomenon which he writes about.] 

SuHET (Dr. Louis). Theorie de Pimpot progressif. Paris: Alcan. 
1910. Pp. 774. 

ViGNES (Prof. J. B. M.). Histoire des doctrines sur Pimpot en 
Franco. Los originos ot Ics dostinecs de la dixme. royale de Vaiiban. 
Paris: Giard. 1909. Pp. 517. 

Jackel (Herbert). Die Landgesellschaften in, den ‘deutschen 
Schutzgebieten. Jena: Gustav Fischer. 1909. Pp. xvi + 315. 

[A very full study of the economic and legal position of the joint-stock com- 
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MEETING OF THE JIOYAL ECONOMIC SOCIETY. 

Thu twentioth meeting o£ the Society took place on the after- 
noon of April 8th, followed in the evening by a dinner (at the 
Hotel Cecil), at which the President, the Eight Honourable K. B. 
Haldane, M.P., presided. After dinner Professor J. S. Nicholson 
gave an address on a subject closely connected with that of the 
remarkable book which he has recently published (reviewed in 
the Mareli number of the Economic Journal). The President 
prefaced the I'j'ofessor’s address with some appropriate intro- 
ductory remarks, which we hero reproduce.^ 

Mr. Haldane said Professor Nicholson had recently written 
a book called “A Project of Empire,” in which he dealt with a 
side of Adam Smith’s great book which of late years had received 
incre.asing attention. Ho laid stress on the problem of defence, 
and suggcjsted that the problem might be solved by some system 
of common contributions from the different parts of the Empire, 
to bo collected, it might be, by an import duty, levied on a common 
scale throughout the Empire, by which funds might be raised for 
providing for the common purposes of defence. At the last two 
Colonial Conferences it had proved possible to organise an Imperial 
general staff, for the purpose not only of working out the common 
purpose of the defence of the Empire, but for giving such advice 
to tbe heads of the various colonies that they might think and 
act alike in the details of their military organisation. Perhaps 
the Ntivy would have an Imperial general staff before long, and 
then they would have the same process in the adjustment of the 
Fleet. It was really through the intelligence and the will of the 

1 From the Report of TJie Times^ April 9, 1910. 
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Empire as a whole, and by the elaboration and definition of a 
common purpose, that we should attain to unification and solve 
the question of contributions that seemed so perplexing. It was 
not right, for instance, that the taxation per head should be so 
enormously great(ir for naval and military purposes in • Great 
Britain than it was in the colonies. When they looked into it, 
the reason was that we had to maintain the force which went 
over-seas to whichever part of the Empire was assailed. The 
burden should in course of time be more evenly borne, and it 
might be, as Professor Nicholson pointed out in his book, that 
there would be yro rata contributions for that purpose. But to 
tackle that question in the abstract as it stood to-day was to expose 
oneself to every kind of rebuff and to conjure up every kind of 
difficulty. Eor himself, he felt that if the purpose was made clear, 
and became a living and real purpose, the difficulties would dis- 
appear. But it was only by avoiding abstract views and rigid 
plans beforehand that we could save ourselves from defeat and 
disaster in these efforts. First get the frame of mind of the 
Empire as a whole, and then we should overcome the troubles that 
were in front of us. They found that in the two Imperial Coii- 
lerences. As soon as the Prime MinistcTS saw the purpose and 
agreed with it the difficulties which used to be almost insuperable 
vanished like magic. And so he thought it was in the larger 
questions which Professor Nicholson discussed m his book. Time, 
which soltencd everything, would soften the difficulties which 
Professor Nicholson dw\dt upon, and he did not despair to see a 
time in wdiic.h, when the smoke of battle was ch^ared away, it 
would be found that it was not necessary to resort to all the tests 
and standards in all their abstract nakedness which the two great 
contending parties sought to apply to every question that came 
up, but that insensibly, silently, and in a fashion which we to-day 
did not take account of, these problems w^ould have resolved 
themselves. 



THE ECONOMICS OF IMPEEIALISM.^ 


When Council of this Society did me the great honour 
of inviting me to give an address at this annual function on some 
of the topics arising out of my recently published book,^ I confess 
I was as astonished and as uncomfortable as an author who is 
requested to wi'ite a signed review of his own work. On reflection, 
however, I felt that the ina/itation was so wide in its scope that 
I could avoid the personal element altogether and yet seize the 
occasion of putting before you some of the ideas suggested by 
criticisms, friendly and othemise, of the book. And with this 
apology for accepting your honourable invitation, I shall proceed 
wuth the task imposed upon me in a purely detached and imper- 
sonal manner. 

In dealing with the economics of Imperialism, the preliminary 
qiK'-stion arises : Why should we go back to the ideas and methods 
of Adam Smith? More than sixty years ago J. S. Mill wrote in 
the preface to his own Principles that the Wealth of Nations is 
in many parts obsolete and in all imperfect. Why, then, should 
we not take the very latest i>rcsentation of economic doctrines 
and apply the marginal theory with the aid of the higher 
mathematics? — for Mill himself is by this time also considered 
obsolete and imperfect. 

The answer I conceive is two-fold : positive and negative. 

In the first place, from the negative side, it is ancient learning 
that the greatest obstacle to the advancement of any science or 
the solution of any particular problem is the use of inappropriate 
conceptions. 

Far be it from me to under-rate the value in economics of 
mathematical methods, whether in the explication of conceptions 
or in the uses of statistics ; but the application of mathematical 
ideaaand methods iS strictly limited, and the limitations have been 
specially emphasised by the greatest of the mathematical econo-, 
mists,* and notably by CourfJot, the father of them all.^ , Unless 

^ Address to the Royal Economic Society, 8th April, 1910. 

A Project of Entire (Macmillan and Co.). 

^ “ Many important considerations do not lend themselves easily to mathematical 
expression : they must either be omitted altogether or clipped iknd pruned till they 
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these limitations are recognised, our economists are in danger of 
falling into the practices of the people of the island of Laputa, 
where the immortal Gulliver was measured for a suit of clothes 
by sextants and other mathematical instruments — and very ill- 
fitting the clothes turned out to be — and where everyone .was so 
much absorbed iji mathematical problems that he required an 
attendant fla[>per to call his attention to the affairs of real life 
by a gentle tap on the ear and the mouth. Now, we are told 
a good many stories of the absence of mind of Adaip Smith, but 
one thing is certain, that, although he wrote a history of 
astronomy, and was skilled in the mathematics of Newton, he 
never need(id a flapper when writing the Wealth of Nations, 

And in the same way the ideas in the marginal theory have 
their uses ; but again their uses arc strjctly limited, and it is rather 
remarkable that Jevons himself advocated as regards general 
economics the return to the methods of Adam Smith. 

Suppose we try to apply the marginal theory to public ex- 
penditure. We should arrive at something like this : We must 
BO adjust the expenditure that the marginal^ button on the last 
gaiter of the last soldier must be just equal in utility, to the last 
crumb given to the last loafer on the margin of unemployment. 
But we all know that in public expenditure we cannot even think, 
hit alone work, in terms of infinitesimals ; we requiri', much bigger 
units; we must compare, fur example, the utility of the last 
Dreadnought with the utility of the abolition of the pauj)cr dis- 
qualification for old-age pensions. 

So much for the negative aspect of the question of method. 
And on the positive side the first reason for treating the economics 
of imperialism with the ideas and the methods of Adam Smith 
may be stated in the words of oUr President. In the monograph 
published by Mr. Plaldanc^ in 1887, he wrote: “Adam Smith 
had a perception that abstract propositions, however carefully 
stated, express only one aspect or side of things, and are there- 
fore wanting in truth, a quality which belongs to what is concrete 
alone. Abstractions are useful servants, but bad masters.’* And 
perhaps I may be permitted to add that, from this point of view, 

resemble the conventional birds and animals of decorative art. And hence arises a 
tendency towards assigning wrong proportions to economic forces, those elements 
being most emphasised which lend themselves most easily to analytical methods." 
Marshall, Principles of Economics, Mathematical Appendix, Note XIV. p. 850 (fifth 
edition). Cf, Professor Edgeworth’s paper “ bn the application of mathematics to 
political economy," Journal of the Eoyal Statistical Society, Dec. 1889 : probably 
the best statement in brief compass of the uses and limitations of mathematical 
methods in economics. 

^ Life of Adam Smith, By R. B. Haldane. 
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what has generally been noted as the chief fault of the Wealth 
of Nations is its principal merit ; and those who complain of the 
diffusoness really complain of the persistent conversion of 
abstractions into truths. 

A second reason for reverting to the methods of Adam Smith 
is that he works with ideas that are intelligible and familiar to 
the common man. Many years ago I made the observation that 
no one had ever ventured to use the expression marginal utility 
in a leading article, and since that time I have verified the state- 
ment so far*that I have only once seen it used in a leader, and 
that was in a Scotch paper, and we all know that the Scotch are 
very fond of abstractions. 

Nor must it be supposed* that, if w^c use ideas implicit in 
common thought and express them in common language, therefore 
we get rid of all difficulties and that there is no need for scientific 
analysis. The rules of chess are comparatively simple ; they can 
bo effectively learned and practised by children. Chess is even 
supposed to b(i a game ; and yet everyone knows that there is no 
limit to the difficulties of chess strategy and combinations. And, 
as Adam Smith obWved : “In the great chess-board of human 
society every single piece has a principle of action of its own 
altogethc'.r different from that which the legislator might choose to 
impress upon it.” Perhaps the greatest difficulties in economics 
are in the regions which border on law and government* and 
in which for the most part mathematical idc^as arc inappropriate. 

And finally it may be said that Adam Smith supplied the ideas 
with which practical statesmen worked. “Cobden,” says Lord 
Morley/ “discovered no new economic truths that I know of.” 
And he ex])ressly assigns to Adam Hmith the provision of the 
economic idcias, not only for Cobden, but for Mr. Gladstone 
himself. Adam Smith was, indeed, such a universal provider of 
ideas that we have not yet found practical statesmen big enough 
to apply all of them; and, most of all, his ideas on imperial 
federation still await practical realisation. At the time he was 
writing they were of supreme importance ; and my main object 
is to show that they are also of supreme importance at the present 
time. 

The oldest proWem in the art of government is the proper 
distribution of functions between the local and central, or little 
and big, authorities ; and it is a problem which in every progres- 
sive society is continually appearing in new forms. The funda- 
mental question, in imperialism is, in its essence, only a form of 

^ Life of Gladstone. Bk. V., oh. IV., sec. 2. Vol. I,, p. 617 (cheap edition). 



158 THE ECONOMIC JOtJENAL [TONE 

this ever-recurring problem. The question is this : Has the time 
arrived when it is desirable, as regards the constituent parts of 
the British Empire, to extend the principle of centralisation, 
and, if so, in what directions? A survey of the course of history 
shows that at certain |)€riods progress has only been possible— 
and decay has only been prevented — by the increase in the powers 
of the central authority. On the other hand, it is true also that 
the premature and undue extension of the central authority has 
often ended in despotism and bureaucracy. The dangers of over- 
centralisation and over-government have been so often exemplified 
that perhaps we may still venture to lay down the general pro- 
position that no task should be assigned to the central or larger 
authority which is already done well enough by the local or 
smaller, just as we used to believe that no task should be assigned 
to any kind of government which was well enough done by 
individuals when left to themselves. This was certainly the 
position of Adam Smith. If, then, wc take as our guide the 
principles of Adam Smith, we are pretty sure to avoid the evils 
of over-centralisation usually associated with the term 
imperialism. 

Under that perverted phrase, “the simple and obvious systcun 
of natural liberty,” three groat duties were assioned by Adam 
Smith to the sovereign pow(T of any Rlate - “duties of gr(',at 
importance, but plain and intelligible to common uruku'standiugs.” 
And the first of these duties is defence against foreign aggression. 
With reference to the fulfilment of this duty, every progrcjssive 
nation has witnessed the transfer of functions from the local to 
th(», national authorities. And in the same way the principal 
agent in leading up to the confederation and nmalgarnation of 
States formerly independent has been this primary need for 
defence. Progress in defence has been coincident wdth progress 
in amalgamation and in concentration. War has become more 
and more a business that must be carried on on a large scale. 
The small nations exist on sufferance, or on usage, or as make- 
weights in a supposed balance of power, but even the smallest 
nations recognise the primary duty of defence, and they perform 
the duty on the largest scale possible. 

The first question, then, wo have to decidais this : Is it desir- 
able under present conditions for the constituent parts of the 
British Empire to aim at a truly imperial or centralised or federal 
system of defence, or is it preferable to recognise the tendency 
to disintegration and the development of separate nationalities? 

If we look only to the problem of defence, to the character of 
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the aggregation of States that is called the British Empire, and 
to the exposure of every constituent to attack, the ease for a real 
union is perhaps stronger than in any other instance, past or 
present. The conditions of such a real imperial union — i.c., for 
defence — are three, all closely connected, namely : first, organisa- 
tion under central control ; secondly, a continuous provision of the 
requisite funds for defence is more and more a matter of money ; 
and, thirdly, a continuing government which shall represent in a 
satisfactory way the various contributories. 

I may pass over very lightly the first of these requisites, viz., 
organisation, because the self-governing Dominions have already 
admitted the principle of imperial organisation— as, for example, 
in recognising the advantage of the institution of an imperial 
general staff, of similar training and discipline, and of the inter- 
changeability of parts in the naval and military machinery. Once 
the principle has been put in operation, the advantages arc so 
obvious that, so far as the mere efficiency of organisation is 
concerned, it is certain to be extended. And it cannot be 
doubted, as Mr. Haldane has so forcibly explained, that this 
dovelopmeiit of the organisation of defence will of itself also tend 
to promote Imperial union both in sentiment and in reality. 

A considerable part, no doubt, of the purely military defensive 
organisation may be with advantage of a local character, and 
provided for out of local funds ; but such a purely local provision 
is a very different thing from true imperial defence. This system 
requin's not only a great development of imperial naval power, 
but the naval power must be sui)ported by a considerable amount 
of mobility as regards the military forces. And the conclusion is 
that these requirements of imperial defence cannot be adequately 
met: merely by local contributions for local needs. 

And this brings us to the second requisite of defence : the 
continuous provision of the necessary funds. The recent Confer- 
ence^ showed that the Dominions approved in principal of sharing 
in the duty of naval defence, and in confirmation they have niade 
voluntary offerings of ships and money, and they have assented 
to the beginnings of a general policy for the distribution of the 
burden. But the method of voluntary contributions, though .suf- 
ficient for present exigencies, and invaluable for its moral effect 
and as the recognition of a duty and a principle, seems unsatis- 
factory if we look forward to no very distant future ; and in the 
matter of defence in particular we must take account of the 
growth and redistribution of political power both within and 
without the EVnpire. 

^ August 1909. See Correspondence and Papers. (Cd. 4948.] 



160 


TEB ECONOMIC JOURNAL 


[JUNE 


The acceptance of some rule of apportionment of the expense 
'of the imperial part of defence according to some kind of test of 
ability — e,g,, wealth and population — would be an improvement 
on the simple, haphazard plan of voluntary aids and bcnevolenues. 
At the same time, it must be admitted that any satisfactory rule 
which should bo self-adjusting to changes in wealth and population 
would be difficult to construct and possibly difficult to enforce. 
“In a true federal union,” as Professor Bastable observes, “instead 
of an arrangement between separate political units, there is a 
system of taxation operating on persons, natural or juristic, and 
enforced by sovereign authority.” This is to say that in the true 
federation the central or federal government draws on certain 
kinds of revenues of the persons throughout the federation, or it 
takes the ))roceeds or part of the proceeds of certain kinds of 
taxes. This, I need hardly remind you', was the method approved 
by Adam Smith, and lie made a careful examination of the taxes 
which rniglit be used for this purpose. 

In the realisation of such a scheme there arc no doubt very 
great difficulties. There is the appearance at least of sacrificing 
the principle of fiscal autonomy, and there is 'the real difficulty 
of adjusting the actual taxes. 

And as so often happens in things political, the appearance 
is a inucli greater difficulty than the reality. Fis(%al autonomy 
may be best described in the language of Lord Bacon as an idol 
of tlic market place. “These are the idols which have entwimal 
themselves round the understanding from the associations of 
words and names. For men imagine that their reason governs 
words, whilst, in fact, words react on the understanding.” These 
idols arc the most troublesome of all. '^hhey are of two kinds, and 
first the names of things that have no existence. Fiscal autonomy 
seems to be an idol of this kind. The literal traaislation of the 
Greek and Latin is, I suppose, voluntary taxation. 

,4)f course, everybody knows that no taxation is vohmfary; 
compulsion is of the essence. Accordingly, taxes arc supposed 
to be voluntary it they are imposed by the representatives of the 
taxpayers. We are, in fact, brought back to representation as 
the only real meaning — difficult as it is — the only real meaning 
to be attached to fis(*al autonomy. And in the^ scheme of Adam 
Smith taxation and representation go together ; and there is no 
real sacrifice of fiscal autonomy if, as^in that plan, the diffev’ent 
States are represented. And it must be observed that even if 
we continue to rely on voluntary contributionS“i.c., the most 
^ Public Finance^ p. 829 (3rd edition). 
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rudimentary of the methods of securing general defence — some 
scheme must be devised by which the contributories shall be 
entitled to a share in the control of the general expenditure and 
of the policy by which the principle of defence is regulated. Wo 
cannot expect a continuous stream of voluntary contributions in 
the form of money or ships or expeditionary forces unless there is 
some kind of representation of the contributories. 

The real alternative to a federal or imperial union is a dis- 
integration into truly independent nationalities in which each 
nation keeps up as much or as little of naval and military power 
as it thinks fit. 

It is time now to make a step forward in the general argument 
based on the lines of Adam Smith. Let us suppose, then, that the 
principle of defence has been accepted, and with it the ideas of 
central organisation, common contributions, and common control. 
What are to be the sources of revenue most to be relied on ? The 
first of these sources which in practice is most relied on by great 
federal combinations is the revenue from the Customs. And the 
consideration of this source of revenue naturally leads up to 
another aspect of* imperial federation, namely, the commercial 
relations of the federated States inter se and the relations of the 
federal States to foreign Powers. 

An appeal to history shows that in real federations, next to 
combination for defence, the most noteworthy feature is the 
abandonment of the restrictive use of Customs duties between 
the constituent States ; that is to say, that as regards federated 
States inter se the policy of internal free trade has been generally 
adopted. But it is equally true that in the commercial relations 
of the federations to foreign States, in general the opposite policy 
of protection has been the rule. The two lines of policy arc not 
necessarily connected, and are supported by different reasons. 
The United Kingdom, for example, has maintained a system of 
internal free trade with external protection in one long period, 
and with external free trade in another long period as regards 
foreign countries. In any case, however, in a true federal State 
or real imperial union, the control of the fiscal relations with 
foreign States is vested in the central authority. In some im- 
portant cases also, it may be observed, a fiscal union (with internal 
free trade and uniform Customs) has preceded the definite uniou 
for defence. • 

The policy of internal free trade — i.e., between the various 
parts of the Brjtish Empire — has, then, in its favour in the first 
place the historical argument. In the development of the idea 
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of nationality, the abolition of internal restrictions has played 
an important part. Adam Smith asserted that the freedom of 
internal commerce was, perhaps, one of the principal causes 
of the prosperity of Great Britain, and argued that if the same 
freedom could be extended to Ireland and the plantations, both 
the grandeur of the State and the prosperity of every part of the 
Empire would probably be augmented. And, as usual, he sup- 
ported the positive by the corresponding negative argument. In 
his search for truth ho became diffuse. France was less prosperous 
owing to the different revenue laws of the differenlT provinces ; 
the little duchy of Milan was divided into six provinces with 
different systems of taxation ; the still smaller territory of Parma 
was divided into four fiscal areas. And of these little States he 
says that nothing but the extreme fertility of the soil, under such 
an absurd system, could preserve them* from falling into poverty 
and barbarism. 

The historical argument has been strengthened since Adam 
Smith’s time by the adoption of the policy of internal free trade 
by all the great States and federations of States in Europe and 
America, and has been adopted also in the 'amalgamations of 
separate colonies and provinces in various parts of the British 
Emf)iro — c.fy., in (’anada, Australia, and South Africa. 

This uniformity in experience in the adoption of internal free 
trade oft’ers a very remarkable contrast with the general adoption 
of the opposite policy in external relations, and it calls for sjiecial 
consideration. 

What, then, is the cssiaitial difference which apparently 
impels e\ery great developed State to adopt internal free trade, 
and also, if wc except the United Kingdom, to adopt some form 
of external protection? This striking difference suggests that 
the policy of free trade cannot rest on a few simple dogmas 
universally applicable, but must be siii)portcd by different reasons 
in different circumstances. 

We can, of course, make the doctrine of free trade simple and 
universal by making the necessary assum})tions and hypotheses ; 
but, as w^as so well observed by Sir Henry Maine, the value of 
the conclusion attained by this method of absti-action depends on 
the relative value of the elements rejected ^nd the elements 
retained. And to estimate the relative values of our assumptions 
we must test them as Adam Smith did — by the appeal to 
experience. 

The first assumption in the ordinary free-trade argument is 
that if, through foreign importation, labour and capital are 
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displaced, they will find employment in the home country equally 
advantageous to themselves, and on the whole more advantageous 
to the country. It is implied that the productive forces are 
practically imprisoned within each country, and that only the 
products are interchangeable. 

The second assumption is that within the country the im- 
prisoned forces have perfect freedom, and may be directed to any 
employment as profit or advantage directs. 

When we test the first of these assumptions wc find that in 
the course* of economic progress, and especially in the course of 
the present generation, capital has become less nalional and moni 
cosmopolitan ; but even in Adam Smith's time the int<'mational 
mobility of capital was recognised,^ Accordingly, if by foreign 
imports the capital of any industry is displaced, it is possible 
that, instead of going to something else in the home country, 
it may be sent abroad. Some of it, of course, may be lost entirely 
if in a specialised form and really affixed to the place. The same 
is true, in a lessened dt^gree, of the living capital labour.^ It may 
emigrate, or it may fall into less advantageous employmc'nt, or 
bo lost in unemployment or pauperism. 

Another prominent fact in economic progress is the growing 
tendency to production on a larger and larger scale. The economy 
of large production makes every nation anxious to keep its home 
markets and expand as wddely as possible its foreign markets. 

If we a|)ply these facts to the questions of internal and external 
free trade, we see. that the advantage of free trade may be very 
different in the two cases. By the breaking down of internal 
barriers the mobility of labour and capital within the country 
or the federated States is increased, and if one kx^ality suffers, 
another within the country gains still more ; and therefore, so far 
as internal free trade is concerned, encouragement is given on 
the whole to home employments. And in the case of internal 
free trade, the assumption of the retention of the productive forces 
within the country is also legitimate; in fact, this is implied in 
the v(^ry word “internal.” 

Similarly also the abolition of internal barriers admits of the 
extension of the scale of production, and the nation as a whole 

1 ** A merchant, it. has boon said very properly, is not necessarily the citizen of 
any particular country. It is in a groat measure indiUeront to him from what 
particular place lie carries on his trade ; and a very trifling disgust will make him 
remove his capital, and together With it all the industry which it supports from one 
country to another. No part of it can bo said to belong to any particular country, 
till it has been spread, as it wore, over the face of that country either in buildings 
or the lasting improvements of lands.” Wealth of Nations^ Book III., ch, IV., last 
para, ' 
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benefits by the economies introduced. And since the home market 
is, in general, the principal market, and by internal free trade 
its organisation is improved, in this respect also the country 
gains by internal free trade. 

But with external free trade it may happen that capital and 
labour will be displaced to foreign parts ; and it may happen also 
that to the foreigner will be given the benefit of large scale 
production by admission to the home markets ; that so far home 
industries are contracted, and that home industry must compete 
with increasing difficulty with an expanding foreign industry. 

Adam Smith, in his treatment of foreign trade, always 
emphasised the importance of the home market and of the home 
employment of labour, but he insisted also that in the natural 
course of the ju'ogress of opulence the export of surplus products 
becomes of increasing importance. And from this point of view 
access to foreign markets must be obtained ; and it is for this 
reason that the recovery or retention of a great foreign market 
by means of retaliation may be good policy. 

In the limits of time available it is impossible to deal more 
fully with this interesting contrast ; but I venture to say first that, 
as regards the policy of internal free trade, the assumptions, on 
which the arguments in its favour are based, are ve'ry generally 
realised; but, secondly, that, witl\ regard to external free trade, 
the case is not so simple — tliat tlu‘ advantage depends on the 
realisation of anotlier set of conditions, and an appeal to ex- 
perience is necessary. 

At tJiis point, howevcjr, a protest niiist be made against the 
idea that the rejection of tlic simple universal argument for 
external free trade — i.c., free trade with foreign countries — means 
the acceptance of the similar easy and simple argument in favour 
of dogmatic protection. If the assumption needs proof 
that the labour and capital displaced by foreign imports will 
find employment in the home (country, the assumption equally 
needs proof that if we exclude foreign imports, of necessity wo 
obtain an augmentation of industry and an increase of consuming 
power. If the case for protection were so simple and obvious, 
the policy of a ChiiK'.sc isolation would be universally adopted, 
or at best trade would be confined entirely to things which, a 
country could not produce for itself. 

To resume. The case for internal free trade within the BrKish 
Empire from the point of view here taken up must depend largely 
on the reality of the idea of imperial union, as contrasted with 
the idea of independent nationalities. And in this way we see 
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the importance of the inter-connection of the various aspects of 
imperial union. Everything, from defence downwards, which 
tends to promote common interests and the reality of union, is 
favourable to the adoption of internal or inter-imperial free trade : 
and this again is favourable to the other objects of internal union. 

It is, of course, possible to argue the ease from the point of 
view of the mutual advantage of the inter- dependent parts in 
each and every case. We may try to show that each and every 
colony aiid^ possession would gain by breaking down its protective 
duties against the Mother-country, and if the argument on these 
lines were successful, it would be the strongest of all. And 
without postulating such a surprising harmony of interests, it 
may Ije granted that there is a good deal of truth in the conten- 
tion. With internal fre^^ trade, labour and (*,apiial would flow 
much more readily from the old country, where they arc super- 
abundant, to the new countries, where they are most needed; 
and all the colonies need more capital and labour. 

It is rather astonishing, however, to find that those who lay 
most stress on the simple dogmatic argument for free trade, who 
think that for the United Ivingdom the smallest dilferential duty 
woultl bo dangerous, if not fatal, to its prosperity, are the very 
peopl(^ who seem to think that with the colonies the case for free 
trade — even with the Mother-country — cannot even be argued. 
The colonies, we are told, have definitely made up their minds 
that never will they accept the policy of internal free trade. But 
why should the colonies be so obstinate and so foolish if free trade 
is always the best policy ? 

The truth is, we are again forced to appeal to ex2)erience and 
to take account of actual facts and conditions. 

If wo look to history we find that the policy of internal free 
trade adopted by great States and federations of States has led 
to losses in some places and gains in others. The adoption of 
internal free trade in the British Empire would no doubt also 
have a complex result : there would be local losses as well as 
local gains, and there would be a certain disturbance of vested 
interests. In order, then, to induce the various parts to consent 
to this disturbance, the general gains of imperial union must be 
miide convincing.- 

And this naturally leads up to the consideration of the external 
conJmercial relations of the Empire. In this matter, as pointed 
out already, the policy of most confederations has been opposed 
to free * trade ; and external protection has been supposed to 
promote consolidation and in that way to promote also internal 
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free trade. The quei^ioh is worth consid^ratipn — whether some 
sacrifice of external free trade by this country might not be more 
than compensated by a similar extension of internal free trade? 
And whether it might not be worth some sacrifice to have some 
general agrcemijrit on the commercial policy of the Empire in 
relation to foreign States, so as to promote in this way also the 
sense of community of interests, and again, incidentally, to break 
down the internal barriers. 

It was said by Bentham, who in the matter of the importance 
of security was a veritable monomaniac, that it is sometimes 
necessary to sacrifice security to security ; and surely the parallel 
is obvious, that sometimes, in the interests of free trade, freedom 
must be sacrificed to freedom. Infernal free trade within the 
Empire would surely be worth the sacrifice — if necessary — of a 
certain amount of free trade with foreign countries. 

I do not mean to assert that the ideal of inter-imperial free 
trade can only be realised if as a preliminary this country 
abandons its policy of external free trade and shares in a policy 
of imperial protection. All I mean to assert is that the advantages 
of rntornal free trade throughout the Empire may, in the course 
of tirnci, be so great that, if necessary^ a compromise should be 
efioctod between the external policy of the Mother-country and 
that of the colonies. 

The ideal of internal free trade can in any case only be gradu- 
ally realised by Ihitain. The full adoption by Britain of the 
policy of external free trade was not completed in much less than 
a hundred years after the publication of the Wealth of Nations, 
though it began with Pitt’s treaty with Prance in I78G. The 
repeal of the Corn Laws was not the beginning nor the end of 
the battle ; it was only the most striking incident in the middle 
of it. Nor was the battle won merely by a conclamation of 
popular war cries ; the great financial statements of Mr. Gladstone 
were crammed with facts, and the progress made towards the 
ideal was adjusted to circumstances. 

And in the same way, if the ideal of inter-imperial free trade 
is to be realised, we must be prepared to advance step by step. 
But at this point, perhaps, I may be permitted to insist on the 
platitude that if progress is to be made, the steps taken oughts to 
be forwards and not backwards, and to illustrate the platitude 
by the assertion that to impose taxes^on colonial products *that 
at present have a free entrance to our markets, even if accom- 
panied by higher duties on the foreigner, looks very like a step 
backwards. With the markets of this country open to the rest 
of the Empire, half the journey is already accomplished. 
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At the same time^, in the pursuit of internal free trade within 
the Empire, we must be prepared (o look to the spirit and not 
to the letter of the law ; we must take a broad view of the total 
effects of our policy and a broad view" even of tht‘ meaning of 
our policy^ With Adam Smith and the succession of great states- 
men and thinkers who carried some of his ideas into practice, 
free trade did )iot mean the abolition of all Customs duties ; and 
it was only in neent years that it came to mean the imposition 
for every Customs of an Excise exactly equivalent. The abolition 
of the shilling duty on corn in 1869 may be said to mark the 
passage of free trade from a broad working princii^le to a narrow 
creed. 

The practical object of ffee trade is to g('.t rid of or to avoid 
the evils of the policy oi restrictions and monopolies. But in 
the matter of raising revenue the ideal rules of taxation must 
giv(?. way to the practical necessity of productiveness. For the 
sake of this i^ractical rule, every one of the canons of Adam Smith 
has been more or less disregarded. Listen to the master himself : 
“After all the })roj)eT subjects of taxation have been exhausted, 
if the (exigencies oi the State still continue to n^quire new taxes, 
they must be imposed upon improper ones.” And he goes on to 
approve of the taxes imposed by Holland upon the necessaries 
of lilV in order to nun^t the expenses of the wars for national 
independence and the expenses of the great embankments 
necessary for national cxiskuice. 

Adam Smith proposed a uniform systems of Customs, and this 
ideal has been carried into (jffect by great modern federations— 
e.g., Germany and the IJ.S.A. But having regard to the absence 
of territorial coTitiguity and the variations in the economic con- 
ditions of the British Empire, a perfectly uniform system of 
Custonjs duties may not be attainable. But if uniformity is not 
attainable in practical details, there may well be a general 
agreement on the principles to be applied ; and the power of the 
Empire might be used either for the negotiation of treaties or 
for applying the pressure of retaliation. 

In dealing with this part of the imperial question, it must be 
remembered that, judging by the experience of other great con- 
federations, just as the presumption is in favour of internal free 
trade, so the presumption in external relations is in favour of 
partial restrictions on foreign imports. But in neither case is the 
presumption proof, and again ^ as always, we are driven to detailed 
consideration of actual conditions. 

Although in modern federations the central authority relies 
largely on Customs duties, there is no valid reason why part of 
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aivowld ivot as Adam Smith pro- 

posed, irom other sofarces, espedaWy irom the growing economic 
rent oi iandA ^iothing could weW appear more equitable than 
that the rent which arises from the general progress of any sodety 
should be used for the security and the advancement . of that 
society ; and if this security and advancement are promoted by 
imperial union, the union should share in the profit. Moreover, 
such a tax oii the unearned increment of land would have a 
balancing or compensating effect on any redistribution of wealth 
and population that might be the effect of the adoption of internal 
free trade. 

Time will not permit of even a reference to other possible 
benefits of imperial union. There is, for example, the treatment 
of subject races on the one side and the treatment of the great 
monopolies of capital on the other ; there is the conduct of emigra- 
tion and immigration; and, to make a summary condensation, 
there ai’e all those othe^r projects which may be brought under 
the duty assigned by Adam Smith to the State — the duty, namely, 
of erecting and maintaining certain public wwks and institutions 
which it can never be for the interest of individuals to maintain. 
But, in such an extension of the industrial domain, the rule would 
be that the imperial authorities should intciivenc only whcui tlu'- 
local States were unfitted for the task. 

L(^t me now, in conclusion, try to express in short compass 
the main trend of the argument. The basis is the scheme of 
imperial federation proj)Ounded by Adam Smith. The foundation 
of tlie whole scheme is the necessity of defence ; imperial defence 
o light to be regarded not as the last luxury but as the first neces- 
sary. War and the fear of war have been the great agents in 
promoting the federation of independent or quasi-independent 
States, for tlui attainment of this primary object of political 
union. In the matter of defence, the method of friendly alliance's, 
or the method of coincidence based on voluntary contributions, 
coupled with independent control, cannot be compared in efficiency 
with the method of central organisation — especially in a system 
of defence in which the basis must be the naval power. But, as 
all history shows, the method of voluntary contributions may be 
a necessary stage in development. 

Continuous defence involves, if the federal or imperial idea is 
to be the aim, a continuous re venue ,• growing with the needs of ' 
the federation or the empire, and a continuing central authority 

1 The policy of the Labour party, which has just come into ‘power in Australia, 
is to pay for naval defence by taxes on land. 
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in which every constituent is , Represented to adjust the expendi- 
ture, and also to approve and determine the policy of the Empire 
in questions which liiay involve the issues — peace or war. 

But a union for defence of the kind described would naturally 
involve union for the attainment of other objects. Amongst these, 
internal fi’ee trade between the parts of the Empire appears, in 
the light of history (as in the scheme of Adam Smith), to take 
the position second only in importance to defence. Closely asso- 
ciated with this adjustment of internal commercial relations would 
be an agreement, at any rate in principle, as to the external com- 
mercial i‘(dations with foreign States. Finally, there are the 
otlier varied duties wJiicli cxjK^rience shows may be best under- 
tak(ui by the impc^rial aiiihorify. The gr(‘,at danger of imperialism 

tile dang(U' of over-centralisation and over government- -wdiich 

contributed so grciatly to the fall of the Komau Empire— this 
danger will he avoided if we hold to the guiding principle of Adam 
Smith : to entrust to no government what can be as 'veil done 
by the individual, and to no central authority what can be left 
to local g()V(Tnmei\ts. By this simple rule, room is left for the 
full dcwelopment of the ideals of nationality : Canada for the 
Canadians, Africa for the Africanders, and so on ; and the objec- 
tions founded on the abandonment of acquired or incipient 
sov(u*eign rights disappear. 

Suc'h are the broad features of the scheme. But it will be 
objoctc‘d that imperial f ('-deration of the kind i>roposcd has already 
b(^en tried in the balance and found wanting. According to this 
view, colonial opinions once expressed are to be considered as 
final and as unalterable as the laws of the ancient Modes and 
Persians. Surely nothing could be more unreasonable. 

Why should we suppose that the people in the overseas 
dominions, who relatively to us in this country are free from the 
oppression of social and political traditions, and with everything 
in their environment to stimulate freedom of thought and freedom 
of movement, why should wc suppose that of all the peoples on 
the earth they alone must have their future destinies decided once 
for all by the uncertain and divided opinion of the present day 
and generation? If the old men in this old land can dream 
dreams, arc the yoimg men overseas too dull to see visions? 

And if once the ideal of Empire is recognised as desirable, the 
chang(3s of recent years— of Very recent years— are all favourable 
to the beginnings of realisation and to laying the foundations on 
the right lines, * 

In 1862 a resolution of the House of Commons declared that 
No. 78. — VOL. XX. ' N 
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the colonies, which enjoy ^elf-govemment, should undertake the 
responsibility and the cost of their own military defence. The 
commentary of Sir Erskinc May^ is instructive. “To carry this 
policy into effect,” he says, “must be the work of time,. But 
whenever it may be effected, the last material bond of connection 
with the colonies will have been severed; and the colonial States, 
acknowledging the honorary sovereignty of England, and fully 
armed for self-defence — as well against herself as others — will 
have grown out of the deix)ndencies of the British Empire.” Mark 
the words : “the honorary sovereignty of England,” and the 
colonial forces fully armed for defence — even against the Mother- 
country. And yet, such is the power of political tradition, that 
in the next sentence we are told : ^‘They (i.c., the colonies) will 
still look to England in time of war for at least naval protection ; 
aiid in peace they will continue to imitate her laws and institu- 
tions, and to glory in the proud distinction of British citizenship.” 

Is it too much to say that the recent acceptance by the colonies 
of the resi>onsibility for naval defence, inshiad of severing the 
last bond of material connection, has, on the contrary, checked 
the tendency to disintegration and initiated new ideas for the 
development of common interests? 

Apart from details, what was the vifal principle that animated 
the speeches of the colonial representatives at the Conference of 
1907 ? 

It was the anxiety and the eagerness to make some advance 
to real union, not only in defence but in any mode by which 
the parts of the Empire might be more closely united. It was 
not that the representatives of this country asked for assistance, 
even for defence, but that those from the other side offered to 
come over and help us. Their insistence on the need for com- 
mercial preference, again, seemed not so much to be based on 
the id(ja of possible gain to themselves as on the idea of recog- 
nition of community of interests. 

And what were the obstacles? The colonies said (through 
their representatives) that it was the fetish of free trade wor- 
shipped by us ; but it might well be replied it was just as much 
the idol of the market place — fiscal autonomy — worshipped by 
them. 

The most recent experience of all, so recent that it is still 
in the very act of becoming an experience, is the recognition by 
both the great political parties of this country that constitutional 
changes of vital importance must be introduced into the Parlia- 

^ ConsUtutional Uistory of England, Vol. III., ch. XVII., p. 376 (6th edition). 
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ment of the United Kingdom. There is unanimity, or practical 
unanimity, on one point, and that is that something must be 
done. And that, fortunately, is the only j)oint of imjx)rtance for 
the present argument. Tlu^ minds of the people of this country 
are being turned to the first principles of governmenf. And it 
is quite possible that before they have finished their examination, 
they will ask the question : Is the British Parliament, in any 
true sense of the term, an imperial Parliament? and if it is, by 
what curious subconscious methods are the parts of the Empire 
beyond the limits of the United Kingdom represented? And 
cannot this subconscious method be improved ujxin? 

The times are favourable for putting once more the qu(\stion 
of imperial federation, and circumstances, alike in foreign 
eountrif^s, in the colonies, Sind in this country, demand that some 
practical answ^cr should be given. But if we follow the wisdom 
of Adam Smith ^ by a practical answ'(T, we do not m(*an that we 
are to set about the immediate realisation of the ideal, “com- 
pletely and in all its j^arts, wdthoui any regard either to the great 
interests or to the strong prejudices which may oppose it.’* That 
wotild be the folly of the man of system. “The true statesman,” 
h(', says, “lik(^ Kolon, when he cannot establish the best system, 
will try to establish the best the people can bear, and when he 
cannot establish the right, he will not disdain to ameliorate the 
wrong.” We must in the life of nations allow time for growth 
and time for decay, and in the life of nations even a century may 
be a short period. 

J. Shield Nicholson 

1 Thcm’jf of Moral Sentiments. Part VI. , section II. Tliis part was added by 
Adam Smith in tlie last year of his life, 1790, and may be taken as giving bis 
mature views on “ nationalism ” and “ defence.” 
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The chiof advantago of compulsory insurance is that every 
person is thus bound to make provision, whereas in a voluntary 
scheme th('. vei'y persons who most need to make 2m)vision are 
often the least likely to avail themselves of the opportunity. 

There are other incidental advantages. The cost of adminis- 
tration can be kept lower in certain respects than in a voluntary 
scheme. Contributions can be collected through employers, for 
instance. Further, through a system of compulsory insurance, 
the State can easily keep its finger on the pulse of industry. 

But there arc many disadvantages, especially if use be not 
made of voluntary associations. 

(a) The scheme of compulsory insurance may not be so 
comprehensive as may at first appear. Large numbers of 
workmen who are much subject to unemployment may fall 
out of the scheme because of their inability to keep within 
it. But it may be contended that insurance is no more 
applicable to such cases than a curative hospital is suitable 
for a chronic invalid. 

(b) Control of unemployment may be difficult. A com- 
pulsory scheme must be run, in part at least, by the State. 
|Iow is the State going to make sure that a man is genuinely 
unemployed? Much can be done through a well-developed 
system of labour exchanges ; but it is doubtful whether in 
the near future the ordinary operations of the exchanges will 
be so extensive, whether they will be bo generally used by 
employers, that an effective check on unemployment can 
be exercised through them alone. In the branches, of the 
trade unions there is exercised the close mutual check of 
fellow-workmen, well acquainted with ea(;h other and the 
conditions of industry in the locality. They have to bear 
one another’s burdens through their contributions, and have 
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every incentive to see that no man unfairly burdens his 
neighbour. In a State scheme such stern self-interest will 
not operate, and it is well known that the conscience of the 
br din ary person is remarkably slack in the matter of cheating 
that intangible entity — the State* Nut uns'ddom is a man 
not ashamed to cheat the State ; ho is even proud of having 
tricked an official. It is not likely that a new conscience in 
these matters will arise with a compulsory scheme of 
insurance. 

(c) Actuarial difficulties are considerable m insurance 
against unemployment. Some may question whether a State 
scheme will possess that flexibility of contributions and 
benefits which can be secured without much difficulty when 
workmen are organised in their own associations. 

((/} On the whole, it is more beneficial, both to the indi- 
vidual and to the community, that a person should be induced 
to a desirable course of conduct rather than that he should 
be coerced. Coercion is mechanical. The quality of living 
things is to n^spond to stimuli. They possess vitality in the 
d('.gr('.e in which tlu'y do rcsj.x)nd, and men and society are 
living things. It may well be that the advantages of com- 
pulsory insurance more than counterbalance any disadvan- 
tages, but the disadvantages should not be overlooked. 

(c) Perhaps most important of all, the educative influence 
on workmen of managing organisations started and main- 
tained by themselves would be lost, unk^ss use is made of 
such organisations in the compulsory scheme. It is difficult 
to exaggerate the importance of this consideration, as difficult 
as to (‘.xaggeratc the influence of the light and heat of the 
sun on the growth of flower and tree. Any system of insur- 
ance must be tested, not solely by its cffec^t on provision 
against unemployment, but also by the measure in which it 
fosters general progress, and no factor is moi'c essential to 
the progress of the working classes than the development of 
habits of self -management. 

11.— CONTINENTAL EXPERIENCE. 

(1) St. Gall. 

Cofripulsory insurance against unemployment has been actually 
tried at one place only, at St. Gall, in Switzerland. Mr. Schloss, 
in this country,* has given very full accounts of the scheme and 
of its operations, 
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A law was passed in 1894 in the Canton of St, Gall, which 
authorised any commune to set up a scheme of compulsory 
insurance against unemployment. Insurance could be made 
compulsory for all workmen earning not more than 46*. a day, 
unless they were equally insured otherwise. Insurance could be 
made optional for persons earning more than 46. a day. The 
local authority could also make the insurance compulsory for 
women. 

Insured members were to pay contributions. A subsidy w^as 
to be granted by the local commune and the canton, and a further 
subsidy was to be obtained, if possible, from the Confederation. 
Gifts could also be received. 

The tow^n of St. Gall adopted tflie scheme of compulsory in- 
surance. It tried to get two neighbouring communc^s to join. 
Both ultimately rdused. In one (‘specially, the workmen would 
have nothing to do with the proposal. The scdiemc was in force 
in the towni of St. Gall for two years. It was then abandoned, 
mainly at the instance of the better class of workmen. 

The scheme was badly conceived and as badly executed. 
Large numbers of workmen wc-tc not insured, although many 
wore fined. Messengers and eommissionairos, and persons em- 
ployed in the postal and the telegraph service and on railw'ays, 
were exempted, the former bccaiisii it would liava^ been extremely 
difiicult to verify unemployment in their case, the latter 
bc^cause practically they wcn‘. never niuunploycal except through 
their own fault. It is very doiil)tfnI wlndher the law permitted 
these oxcrnptiojis. It was Ibiind very difficult to get members to 
pay their premiums. Many migrated rather than pay. 

There w'as no adequate check of unemploymcuit. rersons 
drew benefit w’ho had no legal right to benefit. Workmen who 
usually at certain seasons left the town for country work now 
stopped in town and drew benefit. It is said that much of the 
money received in benefit was spemt in the public-houses. 

The scheme was administer( 3 d by the Poor-ljaw Bepartn)cnt, 
and therefore became conncctejd wdth the Poor Law in the minds 
of the people. The officer in charge had a large amount of 
additional wwk thrown on his shoulders, but was not given 
additional pay. 

The better class of worknum, from the beginning suspicious 
of the scheirn^ bcicame i.he more bitterly opposed to it w^hen they 
saw the abuses which arose. Opposition seems to have been the 
stronger because employers wore not required to contribute. 
Ultimately the opposition to the scheme and its manifest failure 
brought it to an early end. 
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It is Unfortunate that the one scheme of compulsory insurance 
agaihst unemployment which has actually been put into practice 
should have been discarded largely because of palpable defects 
of administration without a fair test of the principles on which it 
was based. 

(2) Zurich. 

In 1898 a scheme of compulsory insurance was brought for- 
ward ill the Town Council of Zurich. 

Insurance was to be compulsory on workmen earning less than 
a certain rate. As at St. Gall, subsidies were to be received from 
the commune and canton, and, if possible, from the Confedera- 
tion. Employers were to contribute, and the contributions of 
workmen were to be collected through them. The rates ot con- 
tributions for the workmen differed according to earnings, but 
wcrc‘ higher in the building trade. Benefit varied according to 
usual wages and the number of dependants. The proposed scheme 
was not carried. 

(3) Basle. 

The most important proposals which have yet been jiassed by 
a legislative body regarding compulsory insurance against un- 
employmcmt were those made at Basle in 1899. A bill w^as 
originally drafted in 1893 with the assistance of Dr. Adler, one 
of the principal authorities in Switzerland on the question. After 
very mature consideration, a bill was ultimately passed through 
the Great Council in 1899, by forty-six votes to twelve, establish- 
ing a compulsory system of insurance against unemj)loymcnt. 

The bill was very carefully drawn up. All wage-earners 
engaged in factory, building, or earth work, earning less than 
£72 per annum, were to be insured, with certain minor excep- 
tions. The rate of contributions varied according to — 

(a) The occupation and the degree to which it was subject 

to unemployment. 

(b) Wages earned. 

There were four classes in each of these sections, making in 
all sixteen possible rates of contribution. The rates ranged from 
Id. to 4|d. per week, and were to be collected through the 
employer. 

Benefit varied according to— 

(а) Wages — there were four classes corresponding to the 

four classes in rates of contribution. 

(б) The number of dependants. 
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This latter consideration was a departure froip the strict 
principles of insurance. Benefit ranged from 6f d. to l^f. 7id. |)er 
day. Provision was made for the cases of persons working short 
time, and of unemployed persons engaged in bye-employments. 

Employers were to contribute Id. per week in some cases, 
2d. per week in others. The canton was to bear the cost of 
administration, and was also to pay a subsidy of £1,200 per 
annum. The amount of the subsidy was fixed at a comparatively 
high figure in the expectation that the expenditures which had 
been necessitated in former years to relieve the unemployed would 
be reduced in consequence of the scheme of insurance. A reserve 
fund was gradually to be built up. The scheme was to be under 
the management of a committee, which was to contain repre- 
sentatives of employers and insured members. 

A proposal made in the Great Couricil that the bill should be 
submitted to referendum was rejected. But after its passage 
through the Great Council, the required number of electors 
petitjoned for the referendum. The bill was therefore submitted 
to the public vote. It was decisively rej('etcd, 5,458 votes being 
cast against it, and only 1,120 for it. The total (dectorate num- 
bered over 16,000, so that the numl)er of abstentions was large. 
It is a remarkable fact, especially having regard to th(‘. large 
majority against the bill, that it was supported by newspapers of 
all parties. 

The opposition came from employers and employed, and, on 
the whole, it is probable that in this instance at least the pc'oph^ 
were wiser than their legislators. Dr. Mangold, the cantonal 
statistician, who has closely studied the problem in Basle, wrote, 
in 1906 : . each winter in part, the same persons, who form 

relatively a small proportion of the total number of woikmcn, 
become unemployed. It is clear that it does not pay to set up 
for these persons so elaborate machinery as the comi)ulso [7 
scheme of insurance proposed in 1899.” 

(4) Geneeal. 

Leaving to bo considered lastly the scheme which has been 
foreshadowed for the United Kingdom, several other suggestions 
have been made for establishing compulsory schemes of iTisiiranco 
against unemployment. During the last decade of the nineteenth 
century quite a strong w^ave of feeling seems to have passed* over 
Switzerland, Germany, and France in favour of compulsory in- 
surance against unemployment. The stress from .unemployment 
lybich marked spme pf the early years of the decade made men 
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quick to r,un to plausible remedies. In the next decade, the wave 
subsided to a small ripple. Whether it will rise again, whether 
the proposals made in this country will once more stir the w^aters, 
especially if the proposals issue forth in the full strength of law, 
remains to be seen. 

In Germany the subject has been much discussed. The 
elaborate report on insurance against unemployment, issued by 
the Imperial Statistical OfiSce in 1906, poured cold water on 
compulsory schemes. In the Keichstag in November, 1908, 
Herr von Efcthmann Hollweg, then Minister of the Interior, said 
that the Government had no pres(‘nt intention ot introducing 
compulsory insurance against unemployment, and that he was 
not aware that any proposals existed which overcame the practical 
difficulties involved. 

Many schemes have been privately suggested. The imposing 
structures of compulsory insurance which already exist have 
naturally awakined thoughts that insurance against unemploy- 
ment should be joined on to them Rome recommend that such 
insurance should ho. worked wnth the present institutions for sick 
insurance, while others consider the institutions for insurance 
against invalidity and old age more suitable. It has also been 
suggested that o))tion should be granted to the communes to make 
insurance compulsory within their areas. 

Dr. Freund, president of the district insurance office at 
Berlin, and one of the originators of the Berlin Labour Exchange, 
has advocated that compulsory insurance should be worked in con- 
junction with the labour exchanges. In this respect, he antici- 
pates the scheme foreshadowed for this country. It is provided 
in bis proposals that a higher rate of benefit should be given when 
the rc'capient has children dependent on him. He thus introduces 
a principle alien to strict insurance. 

One of the most interesting proposals made in Germany, not 
only because of the high source from which it issues, but also 
because of the principles on which it is based, is the scheme sug- 
gested by Dr. Zacher, formerly president of the Imperial Insur- 
ance Office. He considers that unemployment due to strictly 
industrial causes is a risk analogous to that of industrial accident. 
In Germany, empl^iyors have to form themselves into associations, 
and have themselves to provide the premiums, to secure to their 
worlgnen insurance against industrial accidents. Use the same 
associations, with contributions only from the employers, recom- 
mends Dr. Zafher, for unemployment due strictly to industrial 
Cjiuses, (distinguished from unemployment due to personal 
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"causes, and excluding also seasonal unemployment. Unemploy- 
ment of purely industrial origin, he contends, which is ‘'an 
inevitable consequence of capitalist production, cannot be miti- 
gated — perhaps it can be suppressed — except by an insurance 
of which the contributions arc paid by the masters of industry. 
Any other system which tends to burden other shoulders with 
the cost of insurance against unemployment is illogical.*’ Apart 
from questions of principle, the great practical difficulties of such 
a scheme are obvious. 

These and other proposals for compulsory insurSince which 
have been put forward in Germany have up to the present borne 
no fruit in legislation. 

In Frances, also, many proposals^ have been made. In 1903 
the question was fully considered by the Conseil snperieur du 
travail. The Conseil pronounced against compulsorj^ insurance. 
In the course of the inquiry, the probable cost of compulsory 
insurance was considered, and, assuming that the State provided 
a fourth of the nec(issary contribution, and allowing for restric- 
tions as to the period of benefit, it was estimated that the cost 
would exceed -61,500,000. The Government did not embark on 
compulsory insurance, and contented themselves with subsidising 
insurance effected through voluntary organisations. 

In Switzerland some schemes wore put forward in addition to 
those which have been described. None were adopted. In 
Norway and Dcuimark laws werepass(‘.d in 1906 and 1907 rcR|ject- 
ively, providing for Gover?imental assiHtan(*c to insurance against 
unemployment. In both coiintri(‘s the laws were passed after 
inquiries had been made into the subject. In neither country was 
compulsory insurance adopted. 

So far as can be gathered, the attitude of the workman on the 
Continent towards compulsory insurance against unemployment 
is generally one of suspicion. He begrudges the compulsory con- 
tribution, and fears that he would be mulcted to provide benefit 
for less competent or less deserving members of his class. 

Ill 

The United Kingdom. 

The scheme forcshadow(3d for the United Kmgdorn is the inost 
extensive which has yet been authoritatively put forward. Par- 
ticulars of this scheme have not been oflBcially published, and in- 
formation has to be gleaned from reports of speeches and of inter- 
views, and it seems very doubtful if all the details are correct, 
or, if correct at the time when reported, will not be considerably 
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modified when the bill emerges complete from its shell. With 
this reserve, it will be interesting to consider what is stated to be 
the measures whicli arc proposed. 

Insurance is to be made compulsory on workmen employed in 
certain trades — the building trade, construction works generally, 
shipbuilding, engineering, and vehicle making. These trades 
appear to have been cJiosen because in them unemployment is 
most severe. In the trades some 2, ‘250 ,000 persons are cr^ployed, 
about one-third of the total engaged in industrial occupations, 
or about a fialf if w^e exedude such occupations as coa,l-uiining and 
textile and railway work, in which slackness is met by w-orking 
short time 

Contributions wdll differ m the sevciral trades according lo th(5 
risk of unemployment. Equal amounts are to Ix'. contrihutod by 
the insured workman, Ihe em/»loyer, and the State, ajul it is 
considered that each will contribute weekly about 2d. or 2Jd. 
The contributions of the workmen] will be collected through the 
employer. The State wdll bear the cost of administration, and 
it is estimated that the charge to the State in cost of administra- 
tion and of contribution will be some J01 ,500,000 the year. 

J3euefit is to be at the rate of about Is. or 8.s*. a w’cek. It is to 
be grant(xl for a limited time, probably not more than fifU'.en 
weeks in one year, or twenty weeks if the benefit is at a lower 
rate. A person has to pay contributions for eight montlis hefoie 
lie becomes entitled to benefit. A person who exhausts his 
limit of benefit in any one year has to wait longer before ho 
becomes entitled to benefit in the next. If he again oxliausts 
his benefit in the following y(;ar lie has to w^ait still longer, and 
so on, the waiting pcTiod firogressively rising to the extent that 
benefit is exhausted. It is hojx'd thus to weed out the chronically 
unemployed. The scheme is to be worked in conjunction with 
the labour exchanges. Unemployed members must take work 
offered to them through the labour exchange on penalty of for- 
feiting their right to benefit if tlioy cannot satisfy the committee 
of the exchange that their refusal is justified. This committee 
wfill contain representatives of employers and workmen. 

Workmen and associations other than those in the scheduled 
trades uiay join the scheme of insurance, but apparently not on 
such favoiiriible terms as those for whom insurance is compvfisory. 

Several questions arise* witli regard to the scheme*. 

(a) How far wdll the compulsory insurance be effective? 
Many persons will drop out of the scheme; the chronically 
unemployed will be weeded out. Municipalities will not be much 
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relieved in the problem of unemployment which immediately 
troubles them. But, as already explained, it is scarcely the work 
of a scheme of insurance to provide for the chronically unem- 
ployed, nor is it socially desirable that it should. 

(b) Apparently it is not contemplated to make use of existing 
organisations, trade unions more especially, for dealing with 
insurance against unemployment. It may be considered that there 
is difficulty in using such organisations in a compulsory scheme 
of insurance, especially if employers are to be required to 
contribute liberally. 

In a report by Messrs. Shackleton, M.P., and Barnes, M.P., 
published in 1909, these trade union leaders pronounced, as 
b(itween different schemes of assistance, in favour of a system 
by which unemployment benefit was subsidised through trade 
unions. In the Trade Union Congress held in September, 1909, 
Mr. Shackleton, as president, spoke in favour of the scheme fore- 
shadowed by the Liberal Government. The Parliamentary 
Committee of the Congress n'ported in support of the scheme, 
and pronounced it to be ‘‘bold and comprehensive,” and the 
Congress adopted the report. The same Congress rejected a 
proposal that tlie Treasury should be asked to grant a subsidy 
to trade unions in respect of unemployment benefit provid('fi by 
them. It therefore seems that, at present at least, the auspices 
from the trade union quarter are favourable to the scheme of the 
Government. Whether they will conthiue so favourable wlien 
the scheme is more fully considered is perhaps not quite so 
certain, unless, as seems on the whole not unlikely, the schemes 
contains some recognition of what the trade unions are doing to 
provide against unemployment, 

(c) The scheme only applies to about a third of the industrial 
workers of the country. No doubt, if successful in these trades, 
it will be applied to other trades. But workers in the latter 
trades may complain because they do not immediately receive the 
benefit of subsidy from State and emidoyer. Further, the coal- 
miner and the cotton -worker, though they partially break the fall 
of unemployment by short time, none the less have to bear the 
burden of unemployjnent, and may claim that they should not 
bo deprived of their proportion of assistance simply because tk\y 
make provision in some way other than through insurance. 

(d) The contributions to be required from the employer'* are 
proportionately large. It seems not improbable that the propor- 
tion to be required has been overstated. If it remains at its 
present figure, opposition majr be rouse^J, especially if employers 
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are to be required to contribute towards other schemes ol insur- 
aucse — against sickness or invalidity. 

(e) The proportion of the contribution to be required of the 
workmen is low. Some may doubt whether one-third is an 
adequate sacrifice to be required of him. The question is not 
simply oTKi of social justice, whatever that may mean, but much 
more a question of social expedumey, of the consequences likely 
to result from the course proposed. 

The questions which have been raised arc not necessarily 
fatal to the scheme, much less to the principles which underlie 
the proposals. Any scheme of this nature must inevitably be 
subject to criticisms at many points. V/hetiier the advantages 
of compulsory insurance outweigh the disadvantages; whether, 
despite the possible dif%ultieB, the experiment holds so much 
])rosp<‘,ct of good as to justify the trial, can only be ascertained by 
fully considering the noeds of the period, the alternativf^ measures 
which might he taken, and the experience of the other forms of 
assist'd insurance which hav<'> been tried within I’ecent years at 
so many places on the Continent. 

I. G . Gibbon 



THE HISTORICAL BASIS OF ENGLISH POOR-LAW 

POLICY. 


Mr. and Mrs. Webb’s “English Poor-Law Policy ^ is written 
in the iiitcjrests of a well-known propaganda, and aims at showing 
that tiKi i)riiiciples and policy advocated by that propaganda arc 
the iiievjtablo outcome of the past. ‘Ot is here not a question 
of wdi(‘th('r we approve of this evolution of f)olicy, or of whether 
we should seek to promote or to resist it, but merely of what 
exactly it has been, and therefore now is” (p. vi). They express 
in tlieii’ Iheface their surprise that no such chronological analysis 
of policy {IS th(‘irs has ever before b(‘.en undertalvcn ; and attribute 
to tile difficulty of the undertaking “this geiK^ral reluctance to 
work out, from the materials themselves, th(^ Toor-Law history of 
th(' last thrce-qmirters of a eentury.’^ To students of Poor-Law’ 
history the surprise will be, wo think, {it this unciillcd-for deprecia- 
tion of the excellent work of such historians {is Sir G. Nicholls, 
Mr. Mackay, and Sir W. Chance. 

The material from which the authors themselves set out to 
write ,Poor-Law history consists of the “Statutes, Orders, 
Circulars, Minutes, Reports, Letters, &c.,“ of the Central 
Authority, together with the manuscript records and letter- 
books of a score of Boards of Guardians (p. vii). In defence 
of previous historians, whose work will certainly not be 
superseded by this essay, it may be pointed out that Poor-Law 
history is not, for the most part, made at the Local Government 
Board ; it is not even chronicled there to any groat extent. It is 
made at COO Boards of Guardians, acting on their own responsi- 
bility within the very wide limits prescribed by the Local Govern- 
ment Board, and able to develop policies so opposed to one another 
as that of Poplar on the one hand and Whitechapel on the otlier. 
Hence previous historians have been a^ply justified in preferring 
to the mere chronological analysis of Statutes, Orders, Circulars, 
&c. (many of which have had little or no effect upon actual 

1 English Poor-Law Policy. By Beatrice and Sidney Webb. Longmans, Green 
and Go. Pp. xiii, 379. 
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practice), a methoifl which ishoulfl bring their readers more into 
totich with reality. 

The Preface also describes at some length, “as an instance of 
sociological method,” the plan upon which the writers dealt with 
the mass of documentary material which they accumulated. It 
consisted in employing assistants to copy out “the^ expressions of 
policy embodied in each document ... on loose sheets of paper 
of even size and shape ” (pp. vii, Viii). Then the loose sheets were 
sorted by sjibjects and arranged chronologically, and from them 
the history was written. It was no doubt a heavy task, taking 
some twelve months in all to complete ; but whether it is properly 
to be dignified by the name of a “sociological method ” is doubtful. 
Every student, we suppose, makes notes; and everyone who has 
made an index is fanjiliai: with the dodge of writing his entries 
on s(^parate slips and then sorting them out. From tlu^ point of 
vi(^w of the historian the plan is open to tlu', grave obj(‘ction that 
the exc'crpts arc very effectively separated from their context, 
which may lead to serious errors in interpretation, especially 
when the person )vho makes the excerpts is not the person who 
writes the history. The authors claim to have done their work 
with “scrupulous accuracy and exhaustiveness” (p. viii). 

What IS it that the work sets out to prove? It is this : That 
Poor-Law Policy as based upon the Report of 1834 was originally 
guided by three Principles; that in 1907 Poor-Law Policy was 
guided by three now Principles unknown in 1834 ; and that the 
Central Authority has in the interval been “reluctantly driven” 
from the one set of PrincipJes to the other. The 6ual step, of ‘ 
courses, is to idiuitify the Principles of 1907 with those of the ^ 
Minority Report, and to accuse the Majority of ignorant muddling 
of the tw^o sets. The whole argument is of surpassing ingenuity, 
but I submit that it does not stand the test of a reference to the 
original documents. 

To disentangle the argument, and at the same time to do 
justice to its ingenuity, is a task of some difficulty. We may begin 
by enumerating the two sets of Principles, defining the new ones 
in the words of their discoverers. Those of 1834 are : (1) The 
Principle of National Uniformity, i.e., of national uniformity in 
tha treatment of each class of destitute persons. (2) The Principle 
of Less Eligibility, i.e., that the condition of the pauper should 
be “less eligible ” than thdt of the lowest grade of independent 
labourer. (3) The Workhouse System. (Ch.' V.) The “New 
Principles unknown in 1834 ” arc : (1) The Principle of Curative 
Treatment — “that is, of bringing about in the applicant actual 
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physical or mental improv^eht, so as to render hiln positively 
more fit than if he had abstained from applying for relief ” 
(p. 264). (2) The Principle of Universal Provision — “that is, the 
provision by the State of particular services for all who will accept 
them, irrespective of ‘destitution’ or inability to provide the 
services independently ” (p. 267). (3) The Principle of Com- 

pulsion, “in the sense of treating an individual in the way that 
the community deems best, whether he likes it or not “ (p. 268). 

These, then, are the dramatis personce, and the plot of the 
story is to show the hero (the Poor-Law Commissioners, alias the 
Poor-Law Board, alias the Local Government Board, alias the 
Central Authority) driven reluctantly from the arms of the vicious 
T^rinci])los of 1834 into those of the virtuous Principles of 1907. 
The story told by the Majority is less dramatic ; there is Jio plot, 
no hero to speak of, and no victory of virtue over vice. There is 
only, and perhaps this not really less interesting, the gradual 
evolution of the policy of 1834 as it adapts itself to the changing 
conditions of social and industrial life, and utilises the increasing 
resources of science and experience. 

As an illustration of the method upon which the action of the 
piece is developed, let us take the case of Medical Belief. This 
is clearly an instance in which the policy of the Local Government 
Board in 1907 is guided by the Principle of Curative Treatment — 
“that is, of bringing about in the applicant actual physical or 
mental improvement, so as to ruiider liim positively more fit than 
if he had abstained from applying for relief.” What has to be 
shown is, that the same Principle did not actuate the Commis- 
sioners of 1834, and the Poor-Law Board after them. Hence 
we find it stated that, “When the Commissioners came to sketch 
out the classification of their proposed workhouse institutions, they 
did not include anything in the nature of a hospital,” and that 
“This omission of anything in the nature of proposals for indoor 
relief of the sick becomes the more significant when we notice 
that the Commissioners do allude with approval to a possible 
extension of institutional treatment for certain classes of defect- 
ives, such as lunatics and blind” (p. 8). On p. 118 we find this 
statement repeated in a stronger form: “We have shown that 
the institutional provision for the sick was not so much as men- 
tioned in the Eeport of 1834.” There is an air of proof about 
“we have showm ” which is not justified, for when we turn to 
the Eeport of 1834 itself, we find it quite distinctly explained that, 
of the houses to be assigned to different classes of paupers, one 
Ls to be set aside for the sick ; “in the workhouse of a single parish 
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the rooms appropriated for the use of the sick must often be 
empty ; in a house for the reception of the sick from a number 
of parishes, the absence of patients from one parish would be 
met by an influx from another, and a more steady average main- 
tained” (p. 313). Surely one of the slips of paper must have 
fallen under the table ! 

We come next to the authors’ summary of the policy of the 
Central Authority in 1847 , more especially as incorporated in the 
General Consolidated Order of that date. In section (X.), “The 
Workhouse of the General Consolidated Order of 1847,” we are 
told that “Even the sick are almost entirely ignored in the Order 
of the Central Authority, and there is the very minimum of recog- 
nition of an hospital provision. The policy of the Central 
Authority at this date, in short, deliberately excluded any use of 
the workhous(j for the curative, reformative, or educational treat- 
ment of any class whatsoever” (p. 82). But turn to the Order 
itself, and what do we find? It provides for the appointment of 
a Medical Officer and Nurse in each workhouse (Article 153). It 
orders that every pauper on admission shall be examined by the 
medical oflicer, and if labouring under any disease of body or mind 
be placed in the sick ward or such other ward as the medical 
officer shall direct (Articles 91 and 92). It instructs the Guardians 
to consult with the medical officer from time to time, and make 
such arrangements as they may deem necessary with regard to 
persons labouring under any disease of body or mind (Article 99). 
It sets out in detail the duties of medical oflicer and nurse (Articles 
207, 213). It provides that the Visiting Committee shall report 
to the Guardians their answ^ers to the following questions : “Is 
regular attendance given by tht'. medical officer? Arc the inmates 
of the sick wards properly tended? Are the nurses efficient? 
Is there any infectious disease in the workhouse?” (Article 
149). 

With what justice can an authority which prescribes so 
carefully provision for the treatment of the sick be accused of 
deliberately excluding any use of the workhouse for the curative 
treatment of any class? That many Boards of Guardians failed 
in their interpretation of these instructions, and that in conse- 
quence the actual treatment of the sick was often unsatisfactory, 
is beyond dispute ; but wc are here dealing with the policy of the 
CentrM Authority as expressed in its Orders, which is another 
matter. The fact is that the Central Authority has always been 
in the unhappy position of endeavouring to hold together many 
thousands of Poor-Law Guardians and their officials to something 
No. 78. — VOL. XX. 0 



THB BOONOMIO JOUBNAt 


1S6 


[JUNB 


like a common policy, while those before cried “Forward ! ” and 
those behind cried “Back!” 

By their suppression of relevant passages, the authors lead us 
skilfully up to the dramatic moment in the ’sixties wherf an 
inquiry instituted by the Lancet revealed the deficient condition 
of the workhouse infirmaries. It is represented as the moment of 
conversion of the Central Authority to the new Principle. “The 
Central Authority at once accepted the new standpoint. It made 
no attempt to resist the provision of the necessarily costly institu- 
tional treatment for the sick poor, whether or not their ailments 
were infectious or otherwise dangerous to the public. The pro- 
gressive improvement of ‘ the hospital branch of Poor-Ijaw ad- 
ministration,* to use the phrase of •the Central Authority itself, 
which had in the preceding years grown up unawares, was now 
definitely accepted as an important feature of its policy ” (pp. 119- 
20). It is difficult to see how, in face of the articles quoted abov(i 
from the Order of 1847, the hospital branch of Poor-Law adminis- 
tiation can be said to have grown up unawares. What we really 
have is no sudden conversion to a new Principlt‘< unknown in 1834, 
but a consistent development of the idea of special treatment for 
the sick (“curative treatment “), of which the germ was present 
in the special house for the sick indicated in the 1834 Ke]:x)rt, 
which was elaborated in the General Consolidated Order of 1847, 
and which received great impetus in the movement for hospital 
reform from 1865 onwards to the present day. 

But it is not only in relation to the sick that we find the 
“Principle of Curative Treatment” is a natural and consistent 
development from 1834. It is still more obvious in the case of 
the children that the policy of the Central Authority has always 
been to bring about “actual physical and mental improvement.” 
From the very first stress was laid on the importance of providing 
education and training for the children, and the Consolidated 
Order of 1847 provides for the appointment of a schoolmaster and 
schoolmistress, and for the education by them of all the children 
in the workhouse under fifteen. And yet our authors can write : 
“The policy of the Central Authority at this date, in short, 
deliberately excluded any use of the workhouse for the curative, 
reformative, or educational treatment of any glass whatsoever” ! 
(p. 82). 

The only sense in which this sweeping indictment applies is 
the strictly limited one that the Central Authority has never 
regarded the workhouse as a training-school for ablg-bodied adults. 
Both the Majority and Minority sections of the late Commission 
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believe that this class can be to some extent — how far is doubtful 
— treated on the same basis as the sick and immature ; and if the 
recommendations of either are carried into effect there will be a 
real extension of the IVinciple of Curative Treatment to another 
class. 

We have seen, then, that one of the “Principles of 1907 “ 
belongs just as truly to 1834. Let us now consider one of the 
“Principles of 1834“ — the Principle of Less Eligibility in its 
original and special application to the treatment of the able-bodied 
pauper. We shall find it present in 1907 not only in the policy 
of the Central Authority, but also, and notwithstanding all dis- 
guises, in the Eeport of the Minority. This Principle is stated on 
p. 228 of the 1834 Eeport in the following words : “The first and 
most essential of all conditions, a principle w^hich wo find univers- 
ally admitted, even by those whose practice is at variance with 
it, is that his (i.c. , the able-bodied pauper's) situation on the whole 
shall not be made really or apparently so eligible as the situation 
of the independent labourer of the lowest class.” This does not 
mean that the relief given is to be inadequate, but that it is to be 
given under conditions such as will not tempt the independent 
“to quit the less eligible class of labourers and enter the more 
eligible class of paupers.” 

On pp. 201'-3 the authors of English Poor-Law Policy suggest 
that the Central Authority has abandoned this Principle in respect 
to all but vagrants, but admit that there is no “explicit state- 
ment “ to that effect (261-3). Since, however, the Central 
Authority is on trial only with regard to its explicit statements, 
that settles the question. The reference to the treatment of the 
able-bodied under the Unemployed Workmen Act is wholly mis- 
leading in dealing with the history of Poor-Law policy. The Act 
was created in order to get behind that policy, and its success in 
doing so has made of it a gigantic and admitted failure. 

It is, indeed, inconceivable that any scheme for the relief of 
the able-bodied should be framed which is not, tacitly or avowedly, 
based upon the Principle of Less Eligibility. The pill may be 
sugared with eulogistic epithets, and gilded with the promise of 
lavish allowances ; but not even a Socialist State could afford to 
offer ^ to all comers e life of dependence which should be more 
eligible than one of independence. It is true that the Minority 
repudiate the Principle as ‘“futile and barbarous in its in- 
humanity” (p. 358, E. P. L. Policy), and offer in its stead “full 
and honourable -maintenance at the public expense” (Minority 
Eeport, p. 9216) ; but, still, it is there in their proposals, and there 
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SO definitely that they anticipate having to apply their new 
Principle of Compulsion to induce some at least of the unemployed 
to accept their hospitality. To show the struggle which has gone 
on in the minds of the Minority between their desire to conceal a 
Principle which they have done so much to make unpopular and 
their recognition of its necessity, it is necessary to quote at some 
length from the Eeport itself. On p. 1204 we find a description 
of the treatment proposed for the able-bodied unemployed : “For 
the young unmarried man it would probably be best to send him 
at once to a residential settlement in the country, where he would 
bo free from the distractions of town life “ (a delightful 
euphemism I). “But whether in town or country, it is essential 
to successful treatment that the training should take up the man's 
entire day. If he is not at a residential colony, he will be required 
to be in attendance at 6 a. m. , as he would be if he were in employ- 
ment ; and as the day’s training will need to be diversified, and 
must include organised recreation of various kinds, his obligatory 
attendance will usually be prolonged until eight or nine at night.” 
After an enumeration of the advantages of this treatment comes 
a significant defence it is not agreeable to the ‘average 

sensual man’ to surrender himself continuously to an ordered round 
of continuous training of any sort under hygienic conditions, with 
every faculty kept alert by varied stimuli, so as to produce the 
highest state of physical and mental efficiency of which he is 
capable. In short, inaiiitenanee undtir training, whilst more 
‘ eligible ’ in every sense than starvation in idleness, is less agree- 
able than the ordinary industrial employment at wages, in one’s 
own occupation, with freedom to spend or misspend one’s wages 
and one’s leisure as is desired.” But what is this “less agreeable” 
but the “less eligible” of 1834 over again? To find a mode of 
assistance which shall be preferable to starvation while it is not 
preferable to independent work for wages has been the Principle 
actuating the Central Authority from the beginning, and in theory 
at least the Minority does not deviate from it. Whether in 
practice their plan would work out quite as they intend is another 
question. We think they under-e^timato the power of the normal 
man to defend himself against unwelcome “stimuli ” ; it might be 
measured by his state of mind during a sermon, or — if he be un- 
musical — at an orchestral concert. He is quite capable of pre- 
serving an air of intelligence which covers an absolute blank 
within so long as he is warm and fairly comfortable. 

But what about “the freedom to spend or misspend one’s 
wages and one’s leisure as is desired,” which is to attract the men 
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back into employment and away from the State training estab- 
lishments? That it will be a very limited freedom appears when 
we turn the page. “ So long as he commits no crime, and neglects 
none of his social obligations — so long as he does not fail to get 
lodging, food, and clothing for himself and his family — so long as 
his children are not found lacking medical attendance when ill, 
or underfed at school — so long, indeed, as neither he nor his family 
ask or require any form of Public Assistance, he will be free to 
live as he likes. But directly any of these things happen, it will 
be a condition that the husband and father, if certified as able- 
bodied, shall be in attendance at the Training Establishment to 
which he is assigned. If he is recalcitrant, he will be judicially 
committed to a Detention Cdlony.’* 

But why should any man be “recalcitrant’’ to an offer of “full 
and honourable maintenance “ unless it is to bo accompanied by 
conditions which he does not like — i.c., wdiich make it “less 
eligible*’ tha,n his position, not only as an independent labourer, 
but as a man unable to maintain his family? 

So far, then, ^ we find that on examination two of the con- 
ti'astcd Principles of 1834 and 1907 — perhaps the two most im- 
portant — prove to be common to Poor-Law policy of both periods. 
Wc offer this result as an answ^er to a rhetorical statement of Mr. 
Webb’s in the Sociological Hetnew for April, 1909. “For what 
the Royal Commission of 1905-9 has done, in its Majority Report 
no less than in that of the Minority, has been to destroy the much 
vaunted ‘ Principles of 1834,’ to reveal the intellectual bankruptcy 
of the policy so long inculcated by the headquarters of the Charity 
Organisation Society, and to ‘smash, pulverise, and destroy ’ the 
whole Poor-Law system ” (p. 128). 

The case against him is strengthened when w^e pass to the two 
remaining “Principles of 1834 ” ; they will take little space. The 
“Principle of National Uniformity ’’ comes first, and it is, we are 
told, “in 1907, with one notable exception, in practice abandoned. 
Uniform national treatment is to-day obligatory with regard to 
one class only of destitute persons, the wayfarers or vagrants’* 
(p. 258). In the sense that the Guardians do exercise a very 
wide discretion within the limits laid down by the Central 
Authority this is 4rue (and just as true with respect, to vagrants 
as to other classes) , and it is the reason why — as w^e have already 
poiifted out — Poor-Law hfstory cannot be written from a study 
of official documents alone. But the argument, which proceeds by 
enumerating divergencies of practice with respect to the children 
and th^ sick^ shows a hopeless confusion in the authors’ minds 
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between a Principle and the practice in which it is embodied, 
between a policy and the various methods of carrying it into 
effect. Given the policy (e.g,) of providing the best treat- 
ment for the sick, it is clear that it may be achieved in 
some places by building a special infinnary, in others by 
subsidising a voluntary institution. What remains desirable 
is that the Central Authority should impress a uniform policy 
upon the nation, and though it has not completely succeeded 
in doing this, it has never abandoned the attempt.^ And once 
more we need only go to the Minority Report itself to find the 
“Principle of Uniformity” invoked as part of their scheme of 
reform. In Chapter VIII., on Cost and Recovery (pp. 944-5), 
the writers deprecate the “lack of principle and uniformity” in 
the process of charge on and recovery from individuals of the cost 
of maintenance'-, and lay down as urgent “the adoption of some 
uniform principle', with regal'd to charging or not charging, 
throughout the whole of each service.** 

The third “[Principle of 1834*’ is said to bo that of the “Work- 
house System.” “The wwkhoiiso system wa^ recommended on 
the assumption that it was the only means by whicdi the Principle 
of Less Eligibility could be enforced ” (English roor-Law Policy, 
p. 11). But in this scuise. the workhouse system is not a Principle 
at all : it is merely a mode of applying a Principle, one way 
amongst others of carrying out a given policy. 44ieri^ was indeed 
another principle as well as that of Less Eligibility in the minds 
of the Commission when they urged the use of the workhouse. 
It was not to act solely, or even mainly, as a test. It was intended 
also to put a stop to partial relief and the subsidising of wages, 
and so to carry out the piinciplc upon which Friendly Societies 
base all their relief work. “On this point, as on many others, 
the independent labourers may be our best teachers. We have 
seen that in the administration of the funds of their friendly 
societies, they have long acted on the principle of rendering the 
condition of a person receiving their relief less eligible than that 
of an independent labourer. We have now to add that they also 
adopt and enforce most unrelentingly the principle that under 
no circumstances, and with no exceptions, shall any member of 
their societies receive benefit wdiile earning anything for himself.” 
This principle, which might be called the Principle of “All or 
Nothing,” is ignored by the authors o*f English Poor-Law PlAicy, 
and wo suspect is abandoned by them in their scheme of relief. 
We find no statcm('>nt as to what policy is to be pursued with 
men who earn little but are not “unemployed ” ; but the inference 
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is inevitable that it is to be one of subsidies from the various Com- 
mittees who will be inspecting his family. If so, then another 
Principle should have been added to those of 1907 , the Principle 
of Partial Belief or the Subsidising of Wages. 

We now come to the “Principles of 1907.“ The most im- 
portant, the Principle of C’urative Treatment, »ve have found to 
bo inherited from 1834. There remain the Principles of “Uni- 
versal Provision “ and of “Colnpulsion.” The attempt to introduce 
the first of these into the sphere of relief is perhaps the most 
daring of all the proposals before us. “What is most strikingly 
new since 1834 in the policy of the Central Aithority is the 
Principle of Universal Provision — ^that is, the provision by the 
State of particular services ‘for all who will accept them, irre- 
spective of ‘ destitution ’ or inability to provide the services 
independently” (p. 267). 

The first thing w^e have to say in respect to this Principle is 
that it has no place in English Poor-Law policy of the present 
day. It is only by juggling with the term “Central Authority,” 
which in this connection should be confined to the Poor-Law 
Division of the Ijocal Government Board , and using it to include 
the Education Department and the Municipal Authorities, that 
the Principle has been forced into the argument at all. Vaccina- 
tion, sanitation, education, parks, museums, and libraries — these 
are the instances adduced, and none of them have anything to do 
with Poor Belief. (The administration of vaccination by the 
Guardians is a purely accidental connection.) It is true that our 
authors make a desperate, but futile, attempt to show that the 
Local Government Board in the person of its President was forty 
years ago converted to the Principle of Universal Provision. In 
expatiating upon its advantages, they say ; “It is this considera- 
tion which justifies the provision of municipal hospitals, and 
which, presumably, led the Central Authority of 1870 (under Mr. 
Goschen) to dwell upon the expediency of ‘ free medicine ’ to the 
poorer classes generally, as distinguished from actual paupers, 
and perfect accessibility to medical advice at all times under 
thorough organisation” (p, 267). We find this passage quoted 
no less than four times (pp- 123, 207, 219, 267), but always with- 
out reference to its context, which points out the grave objections 
to such a system, and the danger that it would break down the 
provision of medical aid by means of benefit and friendly societies. 

The second point is that the authors are either not clear them- 
selves what they mean by “Universal Provision,” or are purposely 
confusing the issue. Sometimes it would seem that they mean 
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iperely tkat the State is to enter into business and provide services 
for those who would like to have them on payment ; as, for instance, 
when they say on p. 295 that “the adoption of the Principle of 
Universal Provision does not imply or involve the gratuitousness 
of the service.” In this sense the State would aim at being a 
Universal Provider on the same lines as Whiteley’s, apd the 
Principle is merely the Principle of Collectivism under a very 
thin disguise. But in other contexts it is quite clear that the 
provision is intended to be gratuitous ; as in the argument (p. 267) 
that in providing services “indiscriminately for everyone who is 
ready to accept them, the State does nothing to diminish the 
inequality of condition between the thrifty and the unthrifty — 
for it is a simple axiom that the addition of (jquals to unequals 
produces unequals — whilst it raises the standard of living of all.” 
Payment by the thrifty would of course vitiate this ingenious 
argument ; though indeed it is equally fallacious wdicther the 
services arc to be rendered gratuitously or not, for it ignores the 
obvious fact that the services must bo paid for in taxntion by 
somebody, and that somebody will presumably be the thrifty and 
not the unthrifty. So that the only way to aVoid dilferentiation 
would be to make the unthrifty pay for them and let the thrifty 
taxpayer have them free. 

In thifi sense, then, the Principle is nothing but the beginning 
of Communism under no disguise at all, and how far it is meant 
ultimately to go is indicated on p. 270: “Once this corporate 
responsibility” (for the “universal niaintcuiaiice of a definite 
minimum of civilised life”) “is accepted, it becomes a question 
whether the universal provision of any necessary common service 
is not the most advantageous method of fulfilling such responsi- 
bility — a method which has, at any rate, the advantage of leaving 
unimpaired the salutary inequality between the thrifty and the 
unthrifty.” This means, we take it, nothing less than the 
gratuitous provision of all the necessaries of life up to a definite 
minimum to all comers; and we do not think that the “thrifty ” 
taxpayer will appreciate his share of the “salutary inequality,” 
which means that he will pay both for himself and for the 
unthrifty. 

With respect to the final Principle, that of “Compulsion,” wo 
need say little. There is no doubt that it has already been piislfed 
much further, even in the sphere of Pgor-Ijaw policy, than cv)uld 
have been anticipated by the reformers of 1834. It is possible 
that it may with advantage be extended still further in dealing 
with certain classes of mental and bodily disease. But if personal 
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liberty is to be properly safeguarded, we shall have to go much 
more slowly in this direction than the Minority propose. We may 
turn against them here their own argument, which they maintain 
as a*gainst the Majority : “To compel, by law, able-bodied men 
and women to become paupers against their will ; to force upon 
them a degrading status with the stigma of pauperism, when they 
do not even apply for public assistance, to compel them to come 
into an institution of the Destitution Authority when they ask 
only to be let alone, must, we think, in the absence of any judicial 
conviction of a specific offence against the law, be dismissed as 
politically out of the question.” Strange to say, the Majority 
make no proposal for anything of the kind. It is the Minority 
which is going to instruct its ‘Committees to give relief to a man’s 
family whether he desires it or not, to “require” him thereupon 
to enter a Training Establishment, and if he refuses, to 
commit him to a Detention Colony. The Majority explain that 
they think such powers arc unsuitable for a Public Assistance 
Authority, and that able-bodied persons guilty of carefully defined 
offences in the way of failure to maintain themselves and their 
families should be committed on a Justice’s order to a Detention 
Colony under the Home Office. 

So much for the two sets of Principles discovered or invented 
by the authors of English Poor-Law Policy and of the Minority 
Beport. They resolve themselves into the Principles of Less 
Eligibility and Curative Treatment, both belonging equally to 
each period , but finding a different application under the different 
conditions of modern life; the Principle of National Uniformity, 
still an ideal to be aimed at, and recognised as such in the Minority 
Eeport; the Principle of Universal Provision, not yet recognised 
at all in the sphere of the Poor Law ; and the Principle of 
Compulsion. 

In the light of this analysis it is easy to meet the attack upon 
the Majority Eeport with which the book concludes. The accusa- 
tion against it is that it abandons the Principles of 1834 and 
accepts those of 1907, and yet shows “a very definite trend back- 
wards to the Principles of 1834 in a manner which seems to us 
calculated ingeniously to nullify the apparent repudiation, and 
in reality to leave the situation more confused than before.” Our 
answer is that the confusion lies in the minds of those who have 
invented the artificial antifhesis between the two sets of Prin- 
ciples. The Majority Eeport nowhere either tacitly or explicitly 
abandons the Principles of 1831, when those Principles are 
properly interpreted and understood. As another instance of 
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misplaced ingenuity, we must quote the passage which is supposed 
to prove this abandonment : “Indeed, the Majority Report is in 
one place explicit in its repudiation of the ‘ Principles of 1834,’ 
arguing that, whatever may have been their validity three-quarters 
of a century ago, they arc no longer applicable even to the able- 
bodied ” (p. 275). Now, what is the actual statement which finds 
this interpretation ? “ The administrators of the present Poor Law 
are in fact endeavouring to apply the rigid system of 1834 to a 
condition of affairs which it was never intended to ipeet. What 
is wanted is not to abolish the Poor Law, but to widen , strengthen, 
and humanise the Poor Law, so as to make it respond to a demand 
for a more considerate, clastic, and, so far as possible, curative 
treatment of the able-bodied.” There is here, it will be seen, no 
word of the Principles of 1834 , but only of the system by which 
the earlier administrators sought to apply their Principles. The 
confusion surely lies in our authors’ repeated failure to distin- 
guish between a Principle or policy aiul the various systems or 
methods by which it may be carried out. If we may take an 
analogy from another department of administration, we might as 
well say that Scotland Yard gave up the policy of identifying 
recidivists when it abandoned the system of fhotography for that 
of finger-prints, or that a doctor gives up tlie attemj>t to cure his 
patient when ho considers the time has come to stop a course of 
medicim'. and try a (diange of diet. 

The Principles of the Majority EcikuI arc those of 1834 
developed and applied to (he changed (conditions of 1907, and with 
the addition of the Principle of Compulsion within carefully 
r(5strjct(Kl limits. With the lYinciple of Universal Provision in 
the sphere of relief tlic Majority have nothing to do in one way 
or another ; the provision they make is always for a definitely 
limited section of society, for those who cannot provide for them- 
selves. The Minority also, as we have shown, cannot really get 
away from the Principles of 1834, though they make a great show 
of repudiation. But they can and do add their new Principle of 
Universal Provision, and whether that is a safe Principle upon 
which to administer relief we must leave it to our readers to 
judge. ^ 

Helen Bosanqu^t 



THE TEANSFIHIENCE OF THE WOKSTED INDUSTRY 
FROM NORFOLK TO THE WEST RIDING. 

It might perhaps have been expected that what is probably 
the classical case of industrial migration in English history, 
offering as it does questions of fact and problems of causation of 
the first interest, would have a literature of its own. Actually 
it has no recent literature worth mentioning. There arc valuable 
incidental references— often in footnotes — in the general his- 
tories, especially in Dr. Cunningham’s later editions; there are 
innumerable repetitions of familiar facts about water-power and 
coal in the text-books and economic geographies ; and there are 
five rather inadequate images by M. Laurent Dechesne.^ The latest 
historian of ‘‘the industrial revolution,” bound by the plan of his 
work to confine himself mainly to the eighteenth century, leaps 
in one sentence from Eden’s State of the Poor to our own time, so 
missing the most vital part of the story and the economic 
section of the Victoria County History of Norfolk has not yot 
a})[>eared. One has to go from Burnley’s History of Wool and 
Woolcombing (1889), which docs not deal directly with the 
problem at all, to James’ History of the Worsted Manufacture 
(1857), which — though unsystematic — does deal with it, and is 
full of valuable material, and thence direct to the sources. No 
attempt has ever been made to discuss fully the forces that led 
to the decline of Norfolk. One is generally offered merely a 
sweeping and fatalistic reference to the geographical factor and 
a few suggestions of contributory causes. Even if, as a great 
economist once said to me, the history of “the ” industrial revolu- 
tion is a “thrice squeezed orange,” there remains an astonishing 
9,mount of juice in it. Some of this juice I will try to extract. 

The mere statistical data — such as they are— of Norfolk’s 
deefine have not been properly pieced together so far as I know. 
With* these, therefore, 1 begin, to avoid the dangers of ante- 
dating or post-dating tlie effects of particular causes. The start- 

^ UEvolution Economiqm et SocMc de V Industrie de la Laine an AngleterrCt 1900, 
p. 107-12. 

Mftntonx, La B^volution industrielle au 18"*® SUcle^ 1906, p. 262, 
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ing points are Defoe’s Tour and Arthur Young— neither un- 
fortunately very satisfactory, but we must take what we can 
get. Defoe was at Norwich in 1723 and found trade very active, 
owing to the recent law prohibiting the use of printed calicoes. 
He was convinced by figures supplied to him by an “eminent 
weaver” that there were 120,000 people employed in the woollen 
[worsted! and silk and wool manufactures of that county only. 
(It should be noted that mixed fabrics of worsted and silk were 
among the chief products of East Anglia during the^whole period 
under discussion.) Defoe’s calculation was based on the number 
of looms in Norwich and the other towns and villages of central 
Norfolk.^ It is vc'ry probably an exaggeration, and we have no 
means of knowing whether it includes, for instance, every child 
who span. Moreover, one must not treat th(i author of The 
Plague of London too seriously. Arthur Young, nearly fifty 
years later, is more precise^ — and contradicts Defoe. He 
believed that the trade had increased fourfold since 1700. This 
is a mere assertion, but it implies at least growth during the 
memory of his informants. There were sup|)osed to be 12,000 
looms in the Norwich district, giving (unployment direct and 
indirect to 72,000 persons, of whom “more hands wwkod out of 
Norwich, for many miles around, than in it.” Young takes a 
common local assumption that every loom employed first and 
last six people. If anything like the same assumjdion lies behind 
Defoe’s figure, lie and Young arc in flagrant contradiction. Ijater 
writers were of opinion that the Norfolk industry was at its 
highest level of prosperity somewdierc about Young’s time, or 
perhaps a little earlier. The American and French wars did it 
much harm, so that in 1808 it was supposed that only some 8,0i)0 
looms w(;re at work, when trade was “in a medium state” — 
although many more existed.® Ten years later a more intelligent 
and trustworthy estimate puts the number of worsted looms in 
the Norwich district at 10,000.^ After another decade a foreign 
traveller marvels at the manufacture of bombazines, shawls, and 
crapes in and about Norwich, He givc's a gciu^ral impression of 
prosperity but no estimate of looms.® Yet another ten years, and 
we come to the loom census taken for the Handloom Weavers’ 
Commission in 1838. This deals only with the immediate n^'igh- 

^ Defoe’s Tour, 1724, 1, 92. The chief scats of the industry besides Norwich were 
Thetford, Diss, East Dereham, Attleborough, Sarling and Walton. See the map 
and references in Mantouz, pp. 27-9. 

^ He visited Norwich in 1771. Eastern Tour, II, 74 sqq, 

» The Norfolk Tour, 6th edn. 1808, p. 97. 

* Bees* Cyclopedia, 1819, s.v. Worsted. 

® Meidinger, lieisen dutch Qrosslyritannicn urtd Irland, I, 201, 
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bourhood of Norwich, although the commissioners insert some 
figures — evidently not quite exhaustive — for the surrounding 
villages and towns. The figure for Norwich and its suburbs is 
5,07^ looms, of which 4,054 were employed. Not quite all of 
these were worsted looms — i.e., looms producing worsted or silk 
and worsted fabrics. Tw^o or three hundred were engaged on pure 
silk fabrics and about a hundred on sacking, woollen, and 
miscellaneous goods. Some six to seven hundred looms, of which 
about four hundred were employed, are reported as working for 
the Norwich trade in Wymondham, Horsham, and elsewhere. 
Several of the old centres — Diss — have ceased to make 
w^orsteds altogether.^ 

In 1841 we have the first serious attempt to register occupa- 
tions in connection with the census. It is not very satisfactory, 
but again w^e must take wdiat we can get.‘^ About 4,600 men and 
women described themselves as weavers in Norfolk. Of these 
over 1,700 call themselves silk weavers; but these probably con- 
tain very many who, in previous estimates, would have been 
classed with the ‘‘worsted’’ industry. Many hundreds out of 
the 4,600 would be linen, sailcloth, sacking weavers, and th(^ like. 
We cannot safely connect more than, say, 3,500 with the old 
staple industry. It is noticeable that hardly any of the male 
weavers w^ere young, i.c., under twenty ; and probably very many 
of them had not regular work, 

Huch as they are, these figures of looms and weavers show a 
marked decline only from 1818 onwards. Nor is there reason to 
suppose that the decline became rapid until after 1830. In 1828 
Meidinger, as we have seen, gives the impression that the old 
trade of Norwich was still pretty active. Certainly the city grew 
fast up to 1831, whereas from 1831 to 1841 it hardly grew at all.^ 
Everything points to this as the really destructive decade for the 
weaving and finishing industries. Earlier decades had seen 
only stagnation or some slight measure of decay, although even 
stagnation involved declining importance in view of the rapid 
growth of the Yorkshire industry. With spinning it was different ; 
the absolute decline came earlier. Hand-spinning had dwindled 
into insignificance by the ’twenties.^ Between 1838 and 1842 

^ JHandloom Weavers* Commission. Assistant Commissioner’s Reports. 

• Part II. 309, 328s3g. 

C^sus of 1841. Occupation Al)stract, published in 1844. 

* The population of Norwich and its adjacent hamlets was : 1801, 36,800 ; 1811, 
87,300 ; 1821, 50,288 ; 1831, 61,364 ; 1841, 62,294. 

* Rees* Cyclopedia as above. See also A general history of Norfolk, intended 
to convey all the mformation of a Norfolk tour. Printed by and for J, Stacy, 1829, 
p. xciii — ** the process of manual combing and spinning is nearly supersededf” 
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’ four power spinning mills were started in and about Norwich ^ ; 
but they were too late to turn the tide. There was never any 
prospect of general recovery after about 1845, either in spinning 
or weaving, although as late as 1901 there were still said to be 
129 persons connected with the worsted manufacture in Norfolk. 

Before dealing with the geographical factor, it will be well 
to look at the organisation and relative strength of the Norfolk 
and West Kiding industries just before the days of spinning 
machinery and power. Norfolk was, at that time, prosperous 
and highly organised, but in a state of somewhat unstable 
equilibrium. At the head of the industry stood a small group of 
merchant manufacturers — the sort of people who wore swords, 
and when they wished to revive their trade sent their sons to 
be educated in Germany, Italy, and Spain. ^ Mvi\) manufacturers 
were apparently not numerous, but men of small capital had 
openings as wool staplers, stuff pressers, comb makers, master 
dyers, and master combers. There was no factory system, but 
some of the dyiung establishments must have been on a large scale, 
especially that of Michael Stark, who dyed bombazines from 
Kidderminster and Yorkshire, besides all those made in Norfolk, 
not to mention other cla.sses of goods. ^ An interesting group 
comiectt^d with the Norwich trade and the worsted trade generally 
were the master combers. The ordinary domestic spinner did 
not carry oji the delicah; task of combing. She had to receive 
the combed “to))s” from a specialist. So throughout the 
eighteenth ('entury w’e find combing carried on all over the 
country. The masters were incui of moderate substance; the 
journeymen supplied some of the carli(\'5t trade unionists.^ During 
the period 1760" 1790 the master buys wool, gets it combed in 
his own workshop and spun in the cottages, then sells his yarn 
to the yarn dealer or the manufacturer. Possibly the master 
comber who lived in a manufacturing district sometimes worked 
the manufacturer’s own wool on commission ; but this is a point 
on which I have not as yet found conclusive evidence.® 

^ Blyth, The Norwich Guide and Directory, 1842, p. 62. See below, p. 206. 

'•* Stacy, p. xc. Refers to the period before the great wars. The Norfolk Tour 
(1808, p. 91) says — “ the whole trade is conducted by a few liouses, who command 
large capitals, and wlio add to the sagacity of the merchant the skill of the manu- 
facturer.” In 1791 there were about thirty of these houses.^ Evidence of William 
Stark, Handloom Weavers’ Commission, as above, II, 301 sgS* See also Mantoux, 
p. 46, and authorities cited. 

* This was the father of William Stark, the witness of 1838. 

* There is abundant evidence relating to the combers’ unions in the Webb MSS. 
and elsewhere. 

® For the Norfolk master comber c. 1780, see ^lantoux, p. 46 ; for the Yorkshire 
master o, 1760, my article in this journal, XVI, 617 ; for the worsted dealers, 
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There can, I think, be no doubt as to the part played by these 
master combers in connection with that import of yarn from other 
countries, which was one of the dangerous aspects of the Norwich 
industry. Norfolk wool was never combed in the eighteenth 
century ; it was too short. It mostly wont to Yorkshire to be 
made into woollen cloth. ^ Defoe found the Norwich men buying 
Lincoln long wool fleeces at Stourbridge Fair in 1723, and was 
told that they also imported “many thousand pa<'ks of yarn” 
from counties so far afield as Yorkshire and Westmorland.*^ How 
long this lodMised division of labour had been going on it is not 
at present my business to inquire; but it is probable, from the 
very nature of the worsted processes and the known facts of forty 
years later, that the yarn-selling master comber had existed for 
some time in every district from which Norwich drew her supplies 
early in the eighteenth century.^ As the century went on, she 
added to the number of those districts. The 1709 edition of 
Defo(j mentions Dublin besides Yorkshire and Westmorland, and 
a nineteentli-century historian adds Scotland.^ 

The danger of this system for Norwich is obvious. I am 
strongly inclinc'd tb connect wdth it the rise of the worsted 
industry in the West Hiding. That industry comes to light, in a 
district which had long been known for its woollens, about 
the year 1700. The existence of the yarn export must have been 
a standing challenge to men of enterprise to make experiments 
with the*, manufacture. Apparently, as one would expect, the 
ex})erimenters wc^re people of means -“ merchants perhaps or 
master combers — for in the eighteenth century the Bradford 
worsted industry was more capitalistic than the woollen industry 
of the neighbouring districts.* There were three main types of 
fabrics in the production of which it was possible to compete 
with Norfolk — the plain stout worsteds, of which the camlet, 
used for rain cloaks before the days of Mr. Macintosh, and the 
shalloon, worn by “the lower classes of females,” were repre- 
sentatives; the fancy worsteds, called by many strange and now 
obsolete names, used for the dresses of well-to-do women, for 

James, p, 254. The trade is still represented in nearly every county of England in the 
1841 census. It was largely concerned with worsted for knitting. 

^ Young, Eastern Tour^ II, 74. 

® Tour, I, 91, 128. 

5 Dr. Cunningham (II, 510) has noted the existence of “market spinners'^ who 
“ sett nAny spinners on work ” in tlie west of England as early as 1633. In the 
worsted trade such dealers would probably spring from among the combers. 

^ Defoe (1769), I, 5G. Stacy, xci. 

® Mantoux, p. 45, following Dechesne, p. 68-9, following James, p. 325. Both 
Mantoux and Dechesne build a little too much superstructure on James’ facts. 
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Upholstery, and other purposes; and the silk and worsted fabrics, 
chief among which was the bombazine of our great-grandmothers. 
Yorkshire naturally began her competition at the bottom of the 
scale — exactly when we do not know. There is clear evidence 
from the year 1741 that she had got hold of a large trade in plain 
worsteds.^ As the commerce of England was expanding rapidly, 
there is no reason to assume that this was actually taken from 
Norfolk, though of course it curtailed Norfolk’s potential 
markcits. Coventry, Kidderminster ,2 and some other of the old 
worsted centres seem to have suffered rather than Norwich, 
which was in a position to devote itself to the finer branches 
of the manufacture. But 1741 was only the beginning of York- 
shire’s competition. In the next thirty years she made rapid 
progress ; her goods supplied the greater part of the home market 
and were exported ; she began to experiment with the finer, 
though not the finest, articles; and it has been plausibly argued, 
from rough contemporary data, that “the value of the stuffs made 
in the West Biding equalled those made in Norwich and the 
surrounding districts in 1772.“^ Yet Young’s evidence shows 
that this did not prevent a coincident expansion in the trade of 
Norwich. 

This is all long before machinery and power touched the 
industry. True, the flying shuttle was invented in 1738, and 
adopted earlier in Yorkshire than elsewhere ; but I do not think 
that its adoption was very rapid during the first thirty years 
in the worsted trade. The most obvious advantage of the in- 
vention was in broadcloth weaving, and worsteds were all narrow 
— the camlet, for instance, being thirty inches wide.® Dr. Cun- 
ningham has suggested that hilly districts gained at the expense of 
ICast Anglia, during this period, because they were better suited 
for the erection of fulling mills.® This may be true enough so far 
as the woollen cloth trade is concerned ; but Norfolk made very 
little woollen cloth. Its staple goods — worsteds and mixed fabrics 
— were not fulled at all.^ 

^ Jamofi, p. 231. 

2 See Hoes’ Cyclopedia, and the article on Coventry in this Journal, XVII, 350. 

® James, p. 285. 

* In 1803 nine-tenths of the Yorkshire worsted-weavers are said to have used it — 
evidence of N. Murgatroyd of Bradford in connection with the Clothiers’ Petitions of 
1803. But, according to James, the weavers as a class only reconciled themselves to, 
it after the introduction of the more uniform »mill yarn for weft. This later 
than 1772. 

® So Wm. Stark describes it in 1838. Broad worsteds are rare to this day. 

6 II, 500, 

’ Some worsteds are slightly fulled to-day. But this is a nineteenth-century 
innovation. Mixed fabrics of wool and silk have never been fulled. 
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There is not, I believe, any reason to seek novel causes 
explanatory of the first rise of Yorkshire. It is the ordinary case 
of a pushing, hard-working locality, with certain slight advan- 
tages, attacking the lower grades of an expanding industry. 
Meanwhile Norfolk was well employed in the higher branches 
of the industry, which were also growing, thanks to the increase 
of wealth and foreign trade. Among the advantages of Yorkshire 
were nearness to raw material supplies and the absence of that 
corporate conservatism which is often found among the workers 
in an cstablil?5hed mdustrie de luxe. We may feel fairly confident 
too that labour was cheaper about Bradford than in Norwich 
before 1770; but wo have no w^age figures of any significance 
for the early (‘ighteenth century. And when we do get such 
figures, ill the later eighteenth and early nineteenth centuries, 
the argument from w^ages to cost of production and from cost of 
production to industrial migiation is particularly risky. For 
instance, arguments have Ixicn based on the fact that in 1790 
“a weaver ” at Norwich is said to have made 11s. and at Bradford 
106\ a week ; but we are not told what they were weaving or how 
fast they worked. • A large jiroportion of the Norwich weavers 
were employed, and well employed, in 1790 on high-class work; 
those of Bradford were mostly turning out jilainer fabrics. 
Naturally the former would earn more. It is for reasons of this 
kind that I shall make no attempt to analyse our very scanty 
supply of wage statistics. Even for the ’thirties of the nineteenth 
century such figures as wo have are endlessly difficult of inter- 
pretation.^ 

The “import” of yarn and — partly in consequence of this 
import — the growing competition of Yorkshire in the lower grades 
of the industry were, then, tending to make the Norwich trade 
somewhat unstable, though they had not prevented its growth. 
A third cause of instability was the competition of the cotton 
industry in the home market. Printed cottons were becoming 
more popular and more common throughout the century — in spite 
of the Act of 1721 — but it was not until after 1770, or even 1780, 
that their competition with the fancy fabrics of the Norwich looms 
became really dangerous.^ 

More serious, before the days of power, than the competition 

of cotton was the fact that Norwich was to so large an extent a 

• 

* Fob some discussion of wages,* see Dechesne, p. 108 sqq. Mantoux, p. 260. 
Dechesne is able to show that from 1823 to 1833 combers were paid less per week, at 
Bradford than at Leicester. The significance of this fact in connection with the 
migration of the industry is not great ; for the industry remains at Leicester. 

2 Blyth, p. 69. 

No, 78. — VOL. XX. P 
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producer of luxuries for uncertain and easily closed markets. In 
1771 Arthur Young valued her total annual output at £1,200,000. 
Of this he reckoned that £480,000 worth went to Eotterdam 
for the North European markets. Another large slice — mainly 
camlets and bombazines — went to London for the China trade of 
the East India Company. Besides all this, Spanish ladies affected 
Norwich bombazines; Spanish and Italian monks and clergy 
wore Norwich camlets. South America and North America were 
important purchasers, while Russia bought wonderful “striped 
Calimancoes,” “used by the Tartars and other Siberian tribes for 
sashes.”^ 

The American War of Independence did much damage, and 
the competition of cottons in the home market after about 1775 
rendered such injuries to the foreign trade doubly disquieting ; 
but Norwich recovered, and the years from the Peace of 1783 to 
the outbreak of the great French war were a time of remarkable 
enterpris(^, and success in opening out fresh markets abroad. 
Norwich travellers — so wrote a local historian — “were seen in 
every kingdom in Europe, and the great fairs of Frankfort, 
Leipsic, and Salerno w^ere crowded with purchasers for Norwich 
goods. The tastes of every country and the habits of every cliim^ 
were consulted, All British manufacturers suffered during the 
great wars, but none more than those of Norfolk— just because 
of their dependence on foreign purchasers and on the existence of 
a brisk demand for luxuries. The trade to Northern Europe, 
wrote William Stark, in 1838, “continued uninterrupted until 
Buonaparte made his excursions on the Continent of Europe ; 
since which time no orders have been regularly sent, either from 
Grermany, Holland, or Russia.” Fortunately, there remained the 
steady — ^|)erhaps somewhat dangerously steady — demand of John 
Company, who bought his camlets and his bombazines in uniform 
and respectable quantities from his eminently respectable Norfolk 
correspondents.^ 

1 come back to the geographical factor. Although I do not 
believe that it led by fatal necessity to the extinction of the 
Norfolk industry, yet its importance remains great. But for it 
the industry could hardly have left Norfolk altogether ; although 
the West Itidiug might have gained still further at her expense, 
ha^ Yorkshire water and Yorkshire coal and Yorkshire iron 

^ Stark’s narrative and Blyth, p. 69. 

2 Stacy ,‘ p. xc. * ** 

® Stark and Blytb, as above. The company would buy as many as 20,000—24,000 
pieces yearly when trade was good. The captains of East Indiamen also took out 
camlets on their own account. 
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never come into play. It is just possible that we should %dd 
Yorkshire climate to the list, but I hesitate to do so. Humidity 
does facilitate fine worsted spinning ; but Norwich has a rain- 
fall heavier than that of Leeds and not much less than that of 
Bradford.^ Also, the city lies low, with moist meadows and 
broads not far away. The climatic factor, then, can be neglected. 
Nor should too much importance be attached to the question of 
water. Water-power no doubt is lacking in East Anglia, but this 
is relatively unimportant, for what one might call the waUu* period 
in the West* Biding was short. The first Yorkshire wwsted mill 
— water-driven — was built at Addingham on the Wharfe in 1787. 
About thirteen years later came the first steam mill at Bradford.^ 
Geography alone does not explain the fact that it was more 
than a generation before the first mill engine was set going in 
Norwich.*'* Had the Norfolk men been able and willing to experi- 
ment with steam early in the century, I see no rc'-ason why their 
superior skill, experience, and reputation in wu^aving, dyeing, 
and finishing should not have counterbalanced for many years, 
if not indefinitely, the inferiority of their geographical position. 
After all, that inferiority was not crushing so far as power w^as 
concerned. The Yarmouth sailors took an active part in thc^ 
collier coasting trade from the Tyne to the Thames in the 
eighteenth century,^ and 2()-ton barges could get from Yarmouth 
to Norwich without locking in 1828, though the mouth 
of the Yare was difficult to make.^ The price of coal would be 
higher than in Yorkshire, yet not prohibitive. More serious w^as 
the lack of iron, whereby Norfolk was robbed of that close inter- 
action between the textile and engineering trades to which the 
coalfield manufacturing districts owe so much. Yet if Norfolk 
had taken full advantage of her opportunities she might con- 
ceivably have tided over that period, in the early and mid- 
nineteenth century, in which location was all-important — 
diminished but not extinguished. That she did not do so was 
her fault, though also, and probably to a greater degree, her 
misfortun(\ One more factor in the problem — the personal factor 
—must therefore be isolated before we can see how all the factors 
combined in the nineteenth century to bring about the ultimate 
collapse. 

’ Norwich, 27*53 ; Lee^a, 25*11 ; Bradford, 29*11. The spinning district “atbotit 
Leicester is drier than the Norwich neighbourhood. ,i 

2 JaAes, 327, 591. 

« The engine, of 100 h.p., started on July 17, 1838. Blyth, p. 46. 

Defoe (I, 193) says they had a greater share in it than any other town in his 
time. A century later coal and timber were their chief imports. 

Meidinger, p. 203-205. 

F 2 
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It is as easy as it is unphilosophical to bring railing accusa- 
tions against whole communities, attributing economic decline 
to wholesale moral degeneration ; but the evidence of Norwich 
men and Mr. and Mrs. Webb’s recent study of the public life 
of the city ^ justify strong speaking and help to explain why it 
was so unsuitable a home for some sorts of industrial enterprise 
between 1800 and 1835. 

In 1838 William Stark attributed the failure to keep pace 
with Yorkshire in the matter of machinery to “the existence of 
a violent and odiously virulent party spirit. . . . No Aan of either 
political party . . . could introduce machinery into this city . . . 
but he would in all probability, at some paltry election contest 
(particularly if he took an active part in it), be held up as an 
obnoxious individual . . . and his property and perhaps his life 
endangered thereby . . ^ Wage reductions were equally 

dangerous to the manufacturers. The weavers always fought hard 
for their scale of piece wages, “either agreed upon by the weavers 
and manufacturers together, or arranged by the weavers and 
submitted to the manufacturers ^ but as time wemt on wage 
reduction or machinery became inevitable alternatives. Vitriol- 
throwing, window-breaking, and violent picketing were of 
common occurrence, as was not surprising in a city where 
“incessant elections” produced a “demoralising pandemonium of 
bribery and treating, intimidation, and personal violence.” 
“From top to bottom the whole administration was dominated by 
party considerations in their lowest form.” It was your party 
that secured for you outdoor relief or a place in the workhouse, 
privileges refused to members of the other side. The spoils system 
was worked systematically from 1818 to 1835. City uniforms 
were made by “orange and purple” or “blue and white ” tailors, 
according to the turn of the elections. “ The party to which every 
man in Norwich belonged, from the highest to the lowest, was 
as well knowm as if he daily wore clothes of the colour by which 
it was designated.” ^ The very boys of the city had mock elections, 
with bribes of marbles, coppers, and even shillings, with a dinner 
and a ball to celebrate victory.^ “Every rogue,” said an alderman, 
“is either blue or purple, and his party make it a point of honour 
to bring him off if possible.” Perhaps it js no accident that, 

^ Sidney and Beatrice Webb, English Local Oovemment, The Manor and the 
Borough, 1908, p. 529-67. , 

“ Stark’s narrative, as above. 

» Dr. Mitchell’s Report, in the same volume as Stark’s narrative, p. 311. 

* Dr. Mitchell's Report, p. 342. The other quotations are from Mr. and Mrs. 
Webb. 

^ Evidence of Mr. Etheridge, a manufacturer, in Dr. Mitchell’s Report. 
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although the Norwich Yarn Company was formed in 1833, the 
foundation-stone of the New Yam Factory was not laid until 
1836 ^—af ter the Municipal Eeform Act. Presumably its 
promoters, as Stark put it, feared to be “held up to odium at 
some paltry election contest.” The last feat of the dying, 
unreformed corporation had been to vote “that the whole of the 
balance that might be in the Chamberlain’s hands on the last 
day should be lent for seven years, free of interest, to a local 
manufacturing firm, in order to leave their successors in ofiice 
without a farthing.” 2 Several mills could have been equipped 
and many industrial experiments made from the funds spent in 
bribery during the last thirty years of the old order. There was 
clearly no lack of free capital. 

Of course , the West Eiding was violent, very violent, and 
likely enough corrupt, but hardly with the violence and corruption 
of Norwich. Its scattered weavers and rising manufacturers may 
not have been better men than their fellows in Norfolk, but they 
certainly had fewer temptations and fewer distractions. De- 
moralisation in Norwich was more concentrated, as in some 
Gr(^ek or mediaeval city in decay. But a man may be corrupt and 
enterprising, turbulent and drunken yet highly skilled. Though 
there was an increase of party violence and corruption in the 
nineteenth century, both existed in 1770-1790, when the industry 
of Norwich was undoubtedly prosperous ; in short, we must not 
overrate the significance of the personal and moral factor. 1 
believe that it helped to retard experiments with machinery, but 
it was by no rnt'.ans the solo retarding force. We come to the 
w^orking together of all the factors during the first thirty or forty 
years of the nineteenth century. 

It was certainly not the fault of the East Anglians that the 
opening years of the new century found their trade partially 
crippled by the “excursions of Buonaparte.” Nor was it their 
fault that the organisation of the industry in the eighteenth 
century had put the manufacturers out of touch with spinning 
and spinners. For some reason, as yet obscure to me, the 
Eastern Countic's had always been slow to adopt improved methods 
in spinning. They arc said not to have adopted the wheel, but 
to have been still using the distaff, in 1780 ; and this is borne 
•out by the fact that in Norfolk itself — but in Norfolk only — the 
distaff was still in use in 1818.^ Hence the heavy “import ” from 

^ Blyth, p. 41-4. 

2 Webb, p. 665. 

* Cunningham, II, 602, for 1780, quoting an anonymous pamphlet. Bees' 
Cyclopedia for 1818. 
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counties near and far. And even had every spinner in Norfolk 
used the wheel, they could only have spun a tithe of the yarn 
required. Norwich was a yarn buyer. It mattered very little 
to her manufacturers who made the yarn or how it was made. 
The master combers and their men might suffer if spinning in 
Norfolk declined, but they were not the leaders of the industry. 
One can trace no note of regret in the business-like record of the 
local guide-book writer in 1808. “The machines that have lately 
been invented in Yorkshire seem to threaten the destruction of 
the combing and spinning as now practised in Norfolk and Suffolk, 
for besides thtur making yarn of a more even and finer quality 
... it coiiKis cheaper to market. “ ^ It was not because Norwich 
lay far from the coalfields that she did not try steam-power as 
soon as it became available, but because power was first applied 
to spinning, and she w’as not really an important spinning centre. 
London flour mills bought some of Watt’s first engines, and there 
is no coal in Middlesex. 

Nor can the slowness of Norwich to adopt the flying shuttle be 
attributed altogcthc'r to the— veiy real and disastrous— conserva- 
tism of her weav('rs and timidity of her manufacturers. Fine fabrics 
were their speciality ; and the liner the goods, the less important 
is labour-saving machinery. In 1818 Norfolk was still “the only 
part of England where any considerable quantity of the finest 
stuffs and homhazijie” were made^‘; and in some sorts of fine 
weaving (silk \veaving, it is true, and not in Norfolk) we hear of 
masters deliberately discoiuaging the fly-shuttle on the ground 
that it led to unsound work.^ When it became general in the 
Eastern Counties 1 have not been able to ascertain ; but so late 
as 1838, in an account of a particularly well-managed Norwich 
factory, it is specially mentioned that the fly-shuttle was used as 
if this were a fact deserving of praise.^ Whether the reasons for 
delay were sufficient or not, it is clear that all along the line the 
adoption of new or improved machines at Norwich was very 
slow. “The fact is,*’ said a retired manufacturer in 1824, “that 
in Norwich itself we have very little machinery, but we have 
some, and what wo have is eminently useful to us.“^ It is not 
surprising to learn that some years before this confession “by far 
the great(T part ’* of the yarn used was machine-spun in Yorkshire. 
Lancashire, and Durham.** 

^ TJie Norfolk Tour^ p. 98. ^ Rees. 

Dr. l^IitohelCs Report ou Coggeshall, Essex, p. 290. 

' * Ibid.f p. 318. 

® Report of the Committee on Artisans and Machinery, p. 155. 

® Bees. 
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Though SO little was done in the way of adopting machines, 
real enterprise was shown in the years that followed the war in 
devising new fabrics to suit the changing habits of consumers. 
William Stark gives a long list — Norwich crape, crepe dc Lyon, 
poplin Frangais, silk and worsted brilliant, Irish poplin, and what 
you will. But the sort-lived successes with these were more than 
counterbalanced by the decline in the East Indian demand. So 
long as the Company enjoyed its exclusive privileges Norwich was 
safe. Up k) 1793 private trade was illegal. From 1793 to 1813 
it was only possible under onerous conditions. But in 1813 the 
Company lost its monopoly of the Indian market. In 1833 the 
China market was also thrown open. The private trader deserted 
the gentlemanly traditions of the Company and bought camlets 
and bombazines w^here they were cheapest, that is, in Yorkshire. 
Of course, Norwich said they \i^ere cheap and nasty ; possibly some 
of them were.^ Yet even the Company in the later years of its 
monopoly partially deserted Norfolk, for in 1823 we find James 
Aekroyd and Co. of Halifax making camlets to its order. ^ 

The Yorkshire men were not cojitcnt with pirating the Eastern 
trade. They fell to imitating the new fabrics with which Norfolk 
tried to keep its place at the head of the British industry and to 
perfecting their appliances for finishing stuffs. For a time, 
between 1815 and 1835, large quantities of the finer Yorkshire 
materials were sent across Ihigland to be dyed and finished — but 
that also ceased. Then came the development of the new trade 
in worsteds wuth cotton warps, in which the West Biding gained 
by its nearness to Lancashire.^ 

The circumstances which eventually led to the movement for 
starting yarn mills in Norfolk are of great interest. In the 
eighteenth century, as I have said, the Norfolk wool— of the South 
Down strain— was too short for use in the worsted trade. But 
round about 1820 improvements in machinery led to the use of 
shorter and shorter wool for combing ; while at the same time 
the Norfolk flocks were being crossed with long-woolled Lincolns 
and Leicesters.^ The situation of the eighteenth century was 
reversed, and “the long wool of Norfolk was bought up by the 
Yorkshire manufacturers and made into worsted yarn.”® It 
Dr. Mitchell’s Report, p. 302, 306, 308. 

2 James, p. 389. 

Barnes, p. 471 sqq. Dr. Mitchell’s Report, p. 313. According to James “ Orleans 
cloth,’' with cotton warp and worsted weft, was invented in 1826. 

4 Evidence of R. Jowitt, Leeds wool stapler, before the House of Lords 
Committee on the Wool Trade, 1828, p. 127. 

8 Dr. IMitchell’s Report, p. 335. Statement by Mr. Blake, manager of tho Yarn 
Factory. 
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was then sent back to its native county. The continuance of 
this state of things was so obviously a confession of inferiority 
that in 1833 the Company was founded which five years later 
started its 100-h.p. steam engine. It gave employment to between 
600 and 700 hands. A mohair mill followed, and then two others 
— all before 1842. But there were already nearly 150 mills 
in Bradford alone, and between twenty-five and thirty in 
Leicester, which was throwing itself with more vigour into the 
business of spinning worsted by machinery than any tpwn outside 
Yorkshire.^ 

Meanwhile the power loom was gaining a footing in the 
worsted districts. With its advent set in the destructive period 
for the Norwich weaving industry. It was first tried in Yorkshire 
in the early ’twenties, and of course it led to riots. By 1838 it was 
widely, though very far from universally, used there. The famous 
Black Dike Mills, for example, adopted it in 1836. Two years 
later we hear for the first time of power looms at Norwich. The 
commissioners of ’38 found a few in one of the mills.^ 
So in this matter Norfolk was about fifteen years behind York- 
shire — a fatal delay which I should attribute almost entirely to the 
personal factor. She had already experimented, but in very half- 
hearted fashion, with the Jacquard loom for fancy weaving. These 
experiments began about 1833. Eight years later the local 
historian wrote : “The number of cards makes the employment 
of these looms very expensive, and the demand for them has 
nearly ceased.”^ This might not have been surprising had all 
the weaving still been done in the cottage's ; but it was not. The 
Commissioners in 1838 found a niiuiber of weaving sheds full of 
hand-looms in the higher branches of the trade. Besides twenty 
“shops” with from six to twelve looms each, there were eight 
with from fourteen to thirty ; one with forty ; one with forty- 
seven ; one witli fifty-one ; and one with no less than one hundred 
and forty-nine. Some of their owners, one would think, might 
have persisted in experimental use of the loom which is now 
almost universally employed in all the most complicated weaving. 

“It is to be hoped,” writes Blyth in 1842, “that now that 
yarn mills are established . . . and that the masters have intro- 
duced the power loom . . . that trade will revive.” But there 
was a terrible deal of Ice-way to make up. The pulse of trade " 

J James, 487, 607. 

Dr, Mitchell’s Koport, p. 385. They were in the mohair factory. 

® Blyth, p. 60. The Jacquard was invented at Lyons about 1805. The control 
of the warp threads is exorcised by perforated cards that pass over pegs connected 
with the lifting meohanism. 
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in Norwich had so long been beating slow that venturesome 
spirits had turned their eyes North ; the migrations which have 
introduced so much Norfolk blood into the population of Bradford 
had begun. To take a single conspicuous case. In 1836 W. E. 
Forster was apprenticed to Mr. Robberds of Norwich, head of 
one of the old firms, a maker of handloom camlets for the Eastern 
market. In 1839 he got sick of the slow, respectable business, 
and went to the Pease’s worsted mill in Darlington ; thence to 
Bradford, ^here he set up in business with T. S. Fison, himself 
the son of a Norwich wool stapler.^ 

By this time the importance of what might be called the 
engineering factor, which is only an aspect of the geographical 
factor, was apparent. Most textile machinery up to about the 
year 1820 had been made of wood with metal fittings only.‘^ 
Gradually iron and steel became the materials for the frames and 
looms and combs of the North. One after another decisive in- 
ventions like that of the cap spindle (1831), the screw gill (1834), 
and then the various machine combs were made or adopted in a 
neighbourhood wbere textile specialist and mechanical engineer, 
working mainly in metal, could play into one another’s hands. ^ 
The case of combing is the most important. Cartwright had 
invented a comb in the eighteenth century, but it had never been 
a very great practical success. “It could be used with good results 
upon certain classes of wool, but failed in the manipulation of the 
finer qualities ” ; so that during the first forty years of the', nine- 
teenth century “the hand-comber held the position of being able 
to produce better combings than any machine that had been 
invented,”^ for the use of the fine Australian wool in the worsted 
industry was increasing rapidly. The decisive combing inventions 
were made at Bradford in the ’forties by Lister, Donisthorpe, and 
Holden. 

Not only was the comb perfected, but great firms sprang into 
existence to do combing on commission. This, I believe, was the 
finally decisive factor in the transference of the industry. Norfolk 
had just brought herself after years of delay to give machinery 
a fair trial. But there were three hundred adult hand-combers 
out of a working staff of six to seven hundred in her first yarn mill. 
Now, this indispensable preliminary process also was taken over by 

^ “yemyss Reid, Life of W. E. JPorster^ p. 76, 97, 137. 

^ The general Bignificance of this transition is well brought out in Sombart’s 
Modeme Capitalismus. 

® See Priestmari, Principles of Worsted Spinningf, p. 23. The cap spindle was an 
American invention. 

* Burnley, p. 127, 144. 
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machinery. The new machines were very expensive, yet every 
spinning mill that aspired to provide ' cheap yarn for the finer 
branches of the trade — and this was the very raison d'etre of the 
Norfolk mills — must buy them or be within reach of the commis- 
sion combers. It became harder than ever for the counties that 
had fallen behind in the race to regain their lost ground. Every- 
thing that a spinner could want was to be found in Yorkshire — 
power, subsidiary industries, a wide market for yarns, an efficient 
working population. There were no subsidiary industries in 
Norwich ; the population had no long experience of machinery ; 
the market for yarns was not wide — for it was to Yorkshire that 
the foreign buyer, who had become an important clement of 
demand since 1825, naturally looked ; and no one in England but 
a Norwich man would think of buying Norwich yarn. 

The statistics of worsted machinery in 1850, collected by the 
factory inspectors, will serve to illuminate the situation just 
described. There were in England nearly 850,000 spindles and 
32,600 |x)wer looms. (For combs there are unfortunately no 
figures at this date.) Of the spindles 746,0()0*and of the looms 
30,850 were in Yorkshire. Ijeicestcrshire came second on the 
spindle list with 27,500, Norfolk third with 10,216. On the loom 
list Lancashire was second with 842, Norfolk third with 428. 
In 1856 the Norfolk spindles wore slightly more numerous than in 
1850, th(^ Norfolk power looms rather fewer.’ 1 may add that the 
machinery returns of 1904 assigned 5,000 spindles to Norfolk, but 
1 believe that they are no longer at work. There is no need to 
give even a glance at the intervening half-century. The transfer- 
ence of the industry was really complete in or about 1850. 

J. H. Clapham 


1 Jaraos, p. 510. 
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Accorikng to the German Bank Act of March 14th, 1875, 
the Charter of the Imperial Bank has to be renewed at intervals 
of ten years from January 1st, 1891, and the four still existing 
private banks of issue can have this right withdrawn from them 
at one year’s notice at the end of any of these periods. It 
became necessary, therefore, as early as 1909, to regulate the 
position of the Imperial Bank and the other banks which issue 
notes, for the decade beginning 1911. The crisis of 1907 had, 
moreover, made the banking question one of unusual interest, 
and it was more especially the discount policy of the Imperial 
Bank, which had'at times raised its rate as high as 8^ per cent., 
which was made the subject of very severe criticism. Hence the 
Imperial Government decided to 2)repare the ground for the new 
law by an inquiry, which should subject all the questions of bank- 
ing then under discussion to the closest scrutiny. The inquiry 
was carried on, under the chairmanship of Heir Havenstein, 
the President of the Imperial Bank, by a Commission consisting 
of twenty-three members, which in May, 1908, examined a large 
number of experts in every branch of economics and business, 
and in October of the same year formulated its own views on the 
most important points. It met again, after the Bank Act 6f 
June 1st, 1909, had come into force, in November of the same 
year, in order to express an opinion on the special question of 
the security and liquidity of the deposits. 

At the inaugural meeting of the Commission on May 1st, 
1908, Wermouth, the Under- Secretary of State, in the capacity 
of representative of the Imperial Government, explained that the 
preservation of the gold standard and the maintenance of the 
Imperial Bank in its present constitution were the pillars of the 
^existing economic order, and, in the opinion of the Imperial 
Chancellor, should remain outside any discussion. This at the 
outset disposed of the idea, supported by some members, of 
nationalising the Impe^.rial Bank. The Bank will therefore retain 
its peculiarly mixed character : its capital is exclusively private, 
its administration entirely a national affair. All its ofl&cials are 
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Government employees ; the supervision of the Bank is carried on 
by a Board, which consists of the Imperial Chancellor as Chief 
and four members; the direction of affairs is in the hands 
of a directorate, the president and members of which are proposed 
by the Federal Council and nominated for life by the Emperor. 
The shareholders arc represented by the General Assembly, whose 
powers are very limited. It elects the Central Committee, which 
exercises a constant influence over the financial business, even 
though in the majority of circumstances its opinion only is asked, 
its consent being indispensable in a very few cases only. 

Nothing, then, was to be changed in the way of organisation. 
But a suggestion emanated from various quarters that it iiiight 
be desirable to increase the Bank’s own means by augmenting 
its own capital or even its lieserve Fund, and this was the first 
question discussed by the Commission. The (iapital of the BaT)k 
amounted, according to the law of 1899, to 180,000,000 marks, 
and the Reserve Fund was fixed at one-third of this sum. Owing 
to the premium earned by thii increase of the capital, it was raised 
even higher, i.e . , to 04 ,814 ,000 marks, and hence has not increased 
again since 1906. The majority of the experts did not recommend 
any increase of the original capital of ihv> Bank, for they held, 
and justly so, that this w^ould not (msiirc a lasting increase of 
gold. It must also bo taken into account that tlie capital of the 
Imperial Bank is not, like that of the Bank of England or the 
Banque dc France, in great part vcistcd in non-liqiiid claims on 
the State. No objection was rais(‘d, liowcver, to an increase of 
the Reserve Fund, and this was therefore reopened by the Act of 
June 1st, 1909, without any maximum limit being assigned. At 
the same time a new apportionment of the profits between the 
State and the shareholders was made : the latter obtain in the 
first instance a per cent, dividend, and of the surplus 70 per 
cent, is assigned to the State, 20 per cent, to the shareholders, 
and 10 per cent, to the Reserve Fund. In the last years the share 
of the State has amounted to 75 per cent., that of the shareholders 
to 25 per cent,, and the former amounted in the very profitable 
year of 1907 to 34*5 million marks, while the shareholders received 
a total dividend of 9*89 per cent., that is, 17*5 million marks. 

A further important question concerned ^tlie raising of the 
duty-free issue of notes of the Imperial Bank. It is a matter of 
common knowledge that the sum total of notes, not covered by 
specie, which the Imperial Bank is allowed to issue is not abso- 
lutely fixed, as is the case witli the Bank of England, but a so- 
called “contingent” of uncovered notes is 'allowed, and excess 
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over which is admissible on payment of a duty of per cent, of 
this excess as shown by the quarter-monthly returns. This 
arrangement was attacked by some experts, who made it respon- 
sible for the high rate of discount, and were, moreover, of the 
opinion that uneasiness at home and distrust abroad would be 
aroused if the Bank overstepi>ed the duty boundary to any con- 
siderable extent. They hold that the raising of the contingent 
was suj:x 3 rfluoiiB, and that the limitation of issue was ensured by 
the provision, also contained in the Bank Act, that a third of the 
issue must always be covered by specie or bullion. 

As a matter of fact, the discount rate of the Imperial Bank 
is not in any way influenced by a consideration of the duty which 
slie has to pay. She has often kept to a rate of 4, 3^, and even 
3 per cent, when she was herself obliged to pay at the rate of 
5' per cent, per annum on her newly issued notes. This always 
happened when there was an unusually great demand for 
currency, which was obviously not likely to be of long duration, 
while the general conditions of credit throughout the country 
remained normal and no drain of gold was anticipated. A scarcity 
of currency is, however, a much more frequent and serious 
occurrence in (Termany, where the cheque system is not yet fully 
developed, than in England. This is especially noticeable at the 
end of the quarters, when unusually large payments have to be 
made in various directions, which do, indeed, clear themselves up 
in a few days, but nevertheless produce an extraordinary demand 
for gold and notes for a short time. But in these circumstances 
the Bank raises its discount rate, even after the duty-free limit 
has been overstepped, only if a serious extension of credit coin- 
cides with the danger of an unfavourable state of the foreign 
exchanges. Hence in the inquiry it was recognised that the 
coming into force of the duty often served as a useful danger 
signal, when a check was required for an expansion of commercial 
affairs combined with an inflation of credit. On the other hand, 
it was admitted that a frequent and considerable overstepping 
of the duty-free limit made a very bad impression. Thus, in the 
year 1907, this happened no less than twenty-five times, and at 
the end of that year the issue of notes not covered by specie had 
risen to 625,974,363 marks over and above the duty-free con- 
•^ingent. 

The Act of 1909 took a medium course in this question. The 
duty-free contingent of the Imperial Bank, hitherto fixed at 
472,829,000 marks, is now raised to 650,000,000 marks, and it is 
besides decreed that at the end of the months of March, June, 
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September, and December an additional 200,000,000 M. may be 
issued. The contingents of the four private banks of issue, 
amounting to a total of 08,771,000 marks, remained unaltered. 
We must, however, remember that 'the provision for covering the 
issue of notes includes not only the supply of gold and silver, but 
also of Treasury notes (the total of which, however, amounts to 
only 120,000,000 marks) and the notes of other banks. 

The third important question concerned the means w^hich the 
Imperial Bank should use to stimulate the importation of gold 
from abroad and to counteract the flow of gold out of the country. 
The gold supply of Germany is indeed estimated at more than 
4,000,000,000 M. by the Jlirector of the American Mint, but as 
a matter of fact probably falls short of this figure by several 
hundred millions. An investigation made in 1908, in connection 
with the inquiry, brought to light the fact that the use of bullion 
for industrial ])urposes was much greater than had been supposed. 
It was ascertained to amount to 87*7 million marks per annum, 
and that at least one-half of this quantity of metal was obtained 
by melting down Cierman gold coins. There is more gold in 
general use than in England, but the amount in the Imperial 
Bank has seldom risen above 800,000,000 M. during the last ten 
years, while it has on several occasions fallen below 500,000,000 M. 
In addition to gold, the Bank does indeed possess a considerable 
stock of silver coins, i.c., 200, 000, 000 to 250,000,000 marks. 
This, however, since the calling in of the thaler in 1908, consists 
exclusively of small coins, which are legal tender up to twenty 
marks only, and cannot be used to cash notes against the will 
of the holder. The 1^’easury notes, which are also counted as part 
of the cash reserve, are not legal tender at all. The large propor- 
tion of small change kept by the Imperial Bank in comparison 
with the Bank of England is chiefly accounted for by the fact that 
the former has five hundred branches scattered throughout the 
country, which have between them to keep a considerable amount 
of change for the payment of wages and for the other requirements 
of small trading. The cash reserve legally prescribed to cover 
one-third of the issue amounted on December 31st, 1907, to 
779*6 million marks, with a paper currency of 1,885*9 millions, 
of which, therefore, 1,106 millions remained uncovered. The 
paper currency had therefore approached its outside limit to an 
unprecedented degree; moreover, the cash reserve contained only 
497,646,000 marks in gold, that is, only 26*4 per cent, of the 
circulation. The economic situation was at the time abnormal, 
but it was in any case to the general interest that means should be 
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sought to avoid such a state of affairs for the future* In the.^ 
inquiry the question of the discount policy was next raised. There 
is no doubt that gold can be attracted from abroad by a rise of 
the Bank rate, but at times of crisis this expedient becomes impos- 
sible, and the withdrawal of foreign money can even appreciably 
aggravate the situation, as Germany learnt to her cost in regard 
to America in 1907. A high Bank rate can indeed prevent the 
flow of German capital outwards, but it is powerless to arrest with- 
drawals by foreign capitalists if it should happen that tlic sam(» 
shortage oit money exists in their own countries. The Bank is 
also advised from many quarters to keep a large constant supply 
of foreign gold bills, by means of which it would be able in case 
of need to exert a controlling influence on the rate of exchange. 

This can indeed be done, but only on condition that the procur- 
ing of foreign bills is not synchronous with an increase of the 
indebtedness of the country, VvTiich again might have unfavourable 
results. In the last resort the rate of exchange and the movement 
of gold depend on the balance of trade of the country , which itself 
depends on the foreign trade and the condition of the international 
money market. 

The granting of advances, free of interest, against expected 
consignments of gold was recognised as a useful temporary ex- 
pedient for the encouragement of its importation. The Imperial 
Bank had already made advances of this kind, and now extended 
the time-limit to forty-five days. 

A few former supporters of bimetallism also suggested the 
policy of premiums on gold, which used occasionally to be prac- 
tised by the Bank of France. The policy is as follows : When 
the Bank feared a drain of gold, it made use of its right to redeem 
its notes in silver, and gave gold only against a premium. This 
expedient, however, is out of the question in Germany at the 
present day, since silver is minted only into coins of small value, 
and strictly limited as legal tender. 

On the whole, the inquiry pointed to the conclusion that an 
increase of the gold reserve in the Imperial Bank could most e^asily 
be effected through the home trade. The entire gold supply of 
Germany amounts to at least 3,200 million marks, and improved 
methods of payment can surely achieve that out of this total an 
a^rage of about l,t)00 millions should always remain in the gold 
reserve of the Imperial B^nk. A secondary means to this end 
woulS be the issue of small notes of twenty and fifty marks, 
which would allow the general commerce to dispense with a 
corresponding number of gold coins. As early as 1906 a law had 
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BfiCnctioned the issue of such notes by the Imperial Bank (though 
not by the private banks), and on December 31st, 1908, 
146,000,000 M. of the former and 137,000,000 M. of the latter 
were in circulation. A considerable increase, more especially 
of the twenty -mark notes, is not, however, to be recommended, 
since the public still prefers the gold currency. 

A measure of considerable importance which was brought up 
for consideration by the inquiry was the conferring of the status of 
legal tender up to any amount on the Imperial Bank notes — 
except, of course, in the case of payments to be mlide by the 
Bank itself. This would h(dp to replace gold in circulation by 
notes, and seems advisable for other reasons also, just as the 
notes of the Bunks of England and France have long since been 
recognised as legal tender. In accordance with the views brought 
forward in th(^ inquiry, the notes of the Imperial Bank were made 
h^gal tender by the Bank Act of 1909, and this enactment came 
into fon^e on January 1st, 1910. At the same time the Act laid 
down positively and unmistakably that the notes were convertible 
into gold exclusively. 

It was admitted on all hands that the most important and 
the most effective method of attracting gold from geinral cur- 
rency into the coffers of the Imperial Bank was by an extension 
and improvement of the Giro, cheque, and clearing-house systems. 
The cheque has hitherto been moat utilised in Germany for the 
transaction of the Giro business of the Imperial Bank, which 
extends over the whole Empire, and facilitates the conveyance of 
payments among all the five hundred branches of the Bank. 
Thus, in the year 1908, 134,974 millions of marks were taken 
as deposits for this purpose, and nearly the same amount paid 
out. The disbursements in cash nevertheless still amounted to 
more than 15 per cent, of the total sum. A clearing-house system 
exists under the direction of the Imperial Bank in seventeen 
towns, and in 1908 a total of 45,961 million marks were cleared 
in this way. In comparison with the figures that obtain in 
England, this total is still very modest, and there is a wide scope 
for the extension of the cheque system. The regulations dealing 
with cheques have been made uniform by the Imperial Law of 
1908, but the stamp duty imposed on cheques in 1909 militates 
against the extended use of this method of payment. 

The special discussion of the Commission next turned on the 
question whether the minimum Giro deposit balance required by 
the Imperial Bank (on which no interest is paid) should be raised. 
The Imperial Bank pays no interest at all to its Giro depositors, 
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and requires, moreover, that each depositor shall permanently 
keep in his account a credit balance proportioned to the extent 
of his business undertakings, A raising of this minimum balance 
would, however, scarcely ensure any considerable increase in the 
Bank’s cash reserve, for the accounts are made up for the most 
part by transfers, by the crediting of discounted bills of exchange 
and Lombard loans against security, and only in very small pro- 
portion by payments in specie. Moreover, the total amount of 
Giro deposits, which in tlie last years has varied from 600,000,000 
to 800,000,000 marks, is considerably in excess of the sum of the 
minimum balances. 

The Imperial Bank accepts, besides the Giro accounts, other 
deposits, but on these also it pays no intcirest. It is entitled to 
receive money at interest yp to the figure of its capital and reserve 
funds, but does not avail itseli of this privilege. The inquiry 
revealed a widespread opinion that deposits paying interest and 
withdraw^abki at various lengths of notice n)ight increase the 
Bank’s gold reserve. The Bank itself, however, seems little 
inclined to extend^ tlu' scope of its business oi>erations in this 
way. In quiet tim(;s it w^ould not be likely to make much profit 
by this method, while at periods of commercial expansion the 
ca])ital temporarily deposited would in all probability be with- 
drawn, and the cash reserve w^ould be depleted at the very time 
when the greatest demands were being made on the Bank’s credit. 
A special department might indeed bo created for such deposits, 
which might b(i invested exclusively in German State securities ; 
in that case, however, the Bank would be obliged, in order to 
avoid making a loss equal to the cost of administration, to pay a 
very low rate (d’ interest. 

For the immediate encouragement of the cheque system, the 
experts recommended that the Bank bo authorised to buy up 
cheques. Hitherto it was doubtful whether this right existed. 
The Act of 1900, however, definitely conferred the right both on 
the Imperial Bank and on private banks, provided that the pay- 
ment of the clieques w'as secured by at least two solvent 
guarantors. External arrangements and expedients, however, 
cannot do much for the extension of the cheque system of pay- 
ment, the further development of which must in the main be 
biought about by the increasing recognition of its usefulness and 
convefiience, not only in fhe business world, but also in the 
private life of the well-to-do general public. 

A further set of questions concerned the possibility of diminish- 
ing the periodic calls made on the credit of the Imperial Bank. 

No. 78. — VOL. XX, Q 
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These calls, as we have already remarked, are concentrated in an 
unusual degree on the ends of the quarters. It would seem desir- 
able to spread the liabilities which fall due at these periods, i.e., 
payments of interest, rents, mortgage dues, salaries, &c., more 
evenly over the entire financial year than is now the custom, but 
attempts in this direction can only succeed very gradually. It 
was also suggested that at this period the number of days should 
be increased, for which the clients of the Bank were in any case 
liable for interest on their Lombard loans. Everyone w^as agreed 
that the Imperial claims on the Bank for credit should be dimin- 
ished, which could be effected both by increasing the means at 
the disposal of the Treasury and by a furthc^r regulation of the 
negotiation of Treasury bills. 

The last group of questions referred not to the regulations of 
the banks of issue, but to the constitution of the deposit business 
of the existing German banks which do not issue notes, ^llese 
banks have been the victims of many attacks. It is feared that 
the real savings, for the withdrawal of which notice must in 
most cases be given, are not sufficiently safeguarded with most 
banks and bankers. As a matter of fact, many small banks try 
to attract deposits by the promise of a high rate of interest, and 
it happens not infrequently that such firms become bankrupt 
and the depositors lose their money. While these losses are an 
almost negligible fraction of the total sum of the deposits in the 
hands of the banks, they mean a gr(\'it deal to the persons con- 
cerned, who are usually people in a small way of living. This 
evil, however, can clearly be remedied only by a spread of 
ecojiomic enlightenment. There are in Germany nearly 3,000 
public savings banks, which offer complete security for their 
deposits, and generally pay to per cent, interest. Those 
who entrust their money to small banking firms in order to 
obtain a higher rate of interest must know that they are running 
some risk of loss. Banking law as such can offer no helj> in this 
matter, and the remedies proposed in the inquiry were more or 
less of the nature of policing, with no more than a very limited 
degree of probable effectiveness. 

A more serious matter was the calling in question of the 
deposit business of the large banks. The moneys which these 
have at their disf)Osal consist of deposits partly at call and partly 
at a fixed notice of withdrawal. The latter can in geneifal be 
assumed to be savings. The larger banks cannot be accused of 
offering an unduly high rate of interest in order to tempt the 
public to make deposits, so that if the sum of these constantly 
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increases, the only explanation we can find is that the more 
well-to-do classes prefer to deal with a bank proper rather than 
with a savings bank. This is especially the case with people 
who sometimes have occasion to transact other business with 
the bank, such, for instance, as the purchase of public securities. 
Even the deposits: at call do not consist only of business current 
accounts, but partly also of moneys belonging to persons of inde- 
pendent means, State officials, and other private persons, who 
like to hav€ these sums at their immediate disposal, even if they 
are not accustomed to draw on them by cheque. The general 
security of the deposits in the hands of the larger banks v/as not 
called in question, but in the inquiry doubts were expressed in 
several quarters as to whether the assets were sufficumtly liquid. 
Unlike the linglish deposit banks, the German banks carry on 
in addition to their banking business proper other financial opera- 
tions (similar to those of the foreign bankers in England), namely, 
the issue of shares, the flotation of companies, and other Stock 
Exchange transactions. As a matter of fact, it is not possible 
that the banks should, as they have been accused of doing, use 
the depositors* money to build railways in countries overseas, 
but it may happen that larger sums have been locked up in the 
stocks and shares of newly floated companies and syjidicates than 
would seem suitable with due regard to the liquidity of thti 
deposits. Moreover, it not infrequently liappeiis that by constantly 
renewing bills of exchange they allow to industrial undertakings 
credit whicli gocjs not to increase the circulating capital of the 
debtors, but to extend their buildings and plant. The majority of 
the exjH^rts were also opposed to a legally constitutenl separation 
betwcum dejK)sit banks and banks dealing with Stock Exchange 
business. It was pointed out that in England this separation of 
the two branches of business did not exist in many provincial 
towns, and that even in London the Joint Stock Banks indirectly 
took part in new issues and flotations by granting credit. Other 
proposals were made to the effect that the banks should be com- 
]:>elled to keep a certain percentage of their deposits as a reserve 
in specie with the Imperial Bank, or to invest a portion of them 
in German State securities, and that they should be compelled by 
laj^ to publish exifct particulars of their liabilities and assets 
several times a year. Thq majority of the expt^rts, however, as 
well*as of the Commission, pronounced against the passing of 
legal regulations on the subject of deposits, but recommended 
that the Imperial Bank should use its powerful and widespread 
influence all over the country to encourage bankers to publish 
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interim balance-sheets at suitable intervals of time. The majority 
of the Berlin and a large number of provincial banks led the way 
in this reform as (^arly as 1908, and it may be assumed that this 
business practice will become more and more general. The most 
suitable period appears to be every two months, which has 
hitherto been adopted by most banks. Opinions were divided 
with regard to the content of the interim balance-sheets. Some 
experts recommended a form with very numerous and specialised 
entries ; others considered so detailed an account impracticable. 
On this question experience must decide. The most important 
point is to show the liquid assets of the bank and its available 
balances, bills of exchange, and Lombard loans against security, 
redeemable at the maximum period of three months, money lent 
pending tht‘, monthly Stock Exchange settlements, and safe and 
easily saleable securities, as against the liabilities which have 
to be covered, namely, the current accounts and the deposits of 
the non-business public. Some people add to these the accepted 
bills, which play a great part in the balance-sheet of German 
banks; others, however, maintain that a great part of these is 
already unquestionably covered at the outset, so that they need 
not be taken into consideration in estimating the means at the 
diR];)osal of the bank. A statistical inquiry made in 190f) showed 
that in forty-live banks, with a capital of 10,(}()U,000 marks and 
more, 82 per cent, of the deposits and claims were covered by 
liquid assets as enumerated above, and even if the accepted bills 
were addend to the liabilities to be taken into account, the pro- 
portion covered still amounted to 62| per cent. On the other 
hand, the sums invested by these banks in speculative enterprise's 
amounted to only 34*6 per cent, of their total property as repre- 
sented by their original capital and reserve fund (a su?n of 2,740 
million marks). As the deposits are as little likely to be all 
simultaneously withdrawn as are the notes to be simultaneously 
presented for redemption in cash, the condition of these banks as 
regards the liquidity of their assets appears from the figures given 
above to be very satisfactory. 

It was considered by the experts that an exact distinction 
between the deposits representing savings and the current accounts 
and deposits at call could hardly be shown* in the publisb^ed 
balance-sheets. Nevertheless, it would, appear possible to earmaric' 
the deposits at more than eight days’ call, which consist cKiefly 
<;>f savings. 

Some experts spoke in favour of establishing State deposit 
banks; others of founding a national institution for the safe- 
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guarding of deposits ; several recommended the formation of an 
Imperial Board with power of compulsory supervision of the 
deposit business of the banks. The majority, however, both of 
the experts and of the Commission, declared against the intro- 
duction of legal regulations in these matters. On the other hand, 
the Commission recommended a voluntary organisation for the 
supervision of the deposit system : the Imperial Bank sliould call 
to its aid a council of experts, whose duty it should be to examine 
the periodical published reports and watch their adequacy ; the 
Imperial Bank would, by means of its numerous branch institu- 
tions, be in a position effectively to oppose any obbcrved abuses 
by withdrawing its credit. 

It is too early to j^ronounce on the effect which the proposals 
of the Commission may produce on the deposit system. In the 
first instance, the decisions of the inquiry have made themselves 
felt in the Act of June 1st, 1909, which, as already stated, contains 
as the most important innovations : the acknowledgment of the 
Imperial Bank notes as legal tender (from January Ist, 1910) and 
the raising of the duty-free “contingent*’ of the Imperial J^ank 
wuth the permission of a further increase of issue at the close 
of each quarter (to come into force on January 1st, 1911). 

W. Lexis 



THE NEED AND METHOD OE IMMEDIATE EEFOBMS 
IN THE CUtlEENCY OF CHINA, ^ 


I HAVK n^poatcdly KCon it remark('.d in newspapers and reports, 
both in Phiglish and Chinese, that our currency is in a very 
confused and chaotic state, and that (‘onscquently trade is being 
much hampered by it. The truth of this fact I cannot deny ; and 
it is often too t)ainful to me to have to refer to it; and it is 
extremely regndlid to all (oncerned that no remedy has yet been 
found nor effectively applied. In this paper an attempt is made 
to explain certain measures wliidi, in my opinion, would greatly 
rectify the situation so much complained of, and I will also try 
to show how th(‘se measures can be carihul into eflect. 

Now the currency of Cljina consists of two kinds, like most of 
the currencies of the world, viz., metallic and pa))er currency. 
For metallic, currency wo have bullion and coins. The bullion is 
mainly of silver and is largcdy used for settling commercial trans- 
actions of considerable amount, and the coins, which arc used 
both for large and small tra-nsacthjns, consist of Chinese Imperial 
coins of silver and copper, and numerous kinds of foreign coins, 
chief of which are the Mexican dollar, the French piastres, and 
the Portuguese carolus. As to notes we hav<^ also a large variety 
of them. 1 cannot say exactly how many kinds of notes there 
are in circulation, because statistics of this kind are not avail- 
able. But I might mention that in our country any and every 
bank, either native or foreign, nay, even any and every firm 
which calls itself a bank, can and does issue notes, without any 
regulation whatever as regards the amounts issued, or other 
details. The free trade or laissez-faire principle is in full swing 
there. 

The result of this fre(‘dom of note-issu(^ h3s been w^(dl demon- 
strated by the l^ritish attache in Ik'king, in a recent article in the 
Standard. lUins have been of not uncommon occurnmee and 
credit has thus been injured. The disorganisation of credit has 
caused the stagnation of trade for a considerable time. 

The diversity of coins wJiich are in use in China gives rise to 
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great complications in the calculation of internal exchanges, and 
thus retards the development of trade both local and foreign. 

A still greater evil resulting from the existing methods of note- 
issue and system of coinage is the redundance of currency. Coins 
are being forced into circulation daily in vast quantities. These 
coins, together with large sums of notes, cause the inflation of 
prices. In China wages are still determined by custom rather 
than by the action of demand and supply, the consequence being 
that the same dollar which used to purchase comforts can now 
only purchjise the bare necessaries of subsistence : this evil being 
much aggravated by the fall in the price of silver and by the 
depreciation of the copper coinage. 

Another great evil which must not escape attention is the 
uncertainty in the fluctuations of our foreign exchanges. Many 
of our importing, as well as exporting, merchants have met with 
ruinous losses in consequence of the erratic changes in the value 
of silver, which are almost beyond all the pre-estimations of 
human intelligence. 

It is therefore evident that there is great urgency for currency 
reforms in C/hina, in order to remove — or rather to alleviate — the 
above-mentioned evils, as well as to facilitate the development of 
our trade, and in order to do this we shall have, firstly, to resort 
to regulation in place of laissez-faire in matters of note-issue, 
and secondly, to establish a system of national uniform coinage, 
preferably to be based upon gold. The space at my disposal does 
not allow me to deal with both problems here. I shall, therefore, 
only discuss the problem of coinage reforms, though both ques- 
tions arc of first-class importance. 

That China should establish a national uniform coinage is 
beyond all dispute, but opinion is divided as to whether China 
should base this system upon gold or silver. The one plan sug- 
gested consists in the establishment, on a silver basis, of a uniform 
monetary system consisting of silver and copper coins ; and the 
other in the establishment, on a gold basis, of one consisting of 
gold, silver and copper coins, or of silver and copper coins only, 
but with a fixed gold unit as the standard. 

The proposers of the silver plan say that China will and must 
eventually have a gold currency, but that before the adoption of 
the gold standard she should begin with a uniform silver currency. 
They argue, and quite corn3ctly too, that, as our people have now 
no uniform system of coinage, and as their commercial trans- 
actions are mainly based upon bullion of silver and copper, they 
should first be well trained in the use of a uniform currency, so 
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" that afterwards, when they have become quite accustomed to the 
new system of coinage, the same can safely be brought on to the 
gold basis. They liken the establishment of a monetary system 
to the mounting of a ladder rung by rung, or the going of a 
journey step by step. They point out that, as the current money 
among our people consists principally of a great variety of foreign 
and local silver coins, alongside which there arc the silver 
“sycee” and the copper “cash” and the ten-cash pieces, the 
most logical course of action to be taken for reforming our national 
currency would bo the unification of the existing currencies, and 
thus the extinction in our coinages of that want of a uniform value 
which has been one of the greatest obstacles to the develop- 
ment of our trade, and which afibrds a loophole for lucrative 
trickery. 

They also observe, but wrongly, that, if the gold standard were 
to be adopted now, gold coins will have to be issued, and a gold 
reserve would also be necessary ; that, if we were to have a gold 
currency of, say, four shillings per capita, which is, in their 
opinion, the lowest figure that can be given, the whole popula- 
tion of China of 400, ()()(),()()() w'ould require £8*0,000,000 of gold, 
which is approximately equal to one-eleventh of the w^orld’s total 
stock of that precious metal : that, if that sum were to be drawn 
out of that stock, even on the supposition that we had suflicient 
credit to draw upon it to that amount, a uionefcary crisis wmiild be 
sure to arise in Europe and America; and (hat, in short, we could 
not get this amount of gold at any cost or under any 
circumstances. 

They further point out tliat the economic conditions in China 
are against the adoption of the gold standard. They think that 
there commodities are cheap and the people are economical, 
lilven silver is sometimes found to be possessing too high a value 
to be much made use of by the ordinary traders. The coining 
of gold w^ould, therefore, be obviously unn('.cessary. 

Having thus criticised the gold standard plan, the advocates 
of the silver plan say that, before any system of uniform currency, 
even on the silver basis, could be established, numerous diffi- 
culties have to be overcome, and the suggestion that the new 
monetary system is to be based uj)on silver, w^ould be more accept- 
able to the conservative mind of the Government and the pc^ople 
than the suggestion of adopting a gold standard, inasmuch as 
the former would sciem to them to involvci a less-felt departure 
from ancient usages than the latter; and that, finjdly, the estab- 
lishment of a uniform monetary system on n silver basis would 
be a practicable step tow^ards its ultimate ostablisliment on a gold 
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basis, as can be proved by the example of India. Such are the 
arguments put forward by the advocates of the silver basis plan. 

Now to discuss the other suggestion — that of establishing a 
uniform monetary system on the gold basis. The advocates of 
this plan, of whom I am one, advise that China, while keeping 
in view the reform of her coinage, should adopt a system which 
has gold as its standard ; that she should adopt a system similar 
to that which has been established in India, the Philippines, 
Siam, the Straits Settlements, &c., and consisting of silver, 
nickel and copper coins with a fixed goVl value at which all coins 
issued are to be always maintained, and into which they are 
always to be convertible; and that eventually, but gradually, she 
would have this system perfected by issuing gold coins as well, 
and by having a double legal tender of gold and silver coins in 
the Empire — that is to say, she will then have the same system as 
now obtains in the countries of the Latin Union. 

" The advantages of adopting the gold standard as the basis 
of the new coinage system arc many, of which five may be 
enumerated. Firstly, there will be no greater disturbance in 
putting our new currency system on a gold basis than on a silver 
basis. As we have seen before, prices in China arc mainly on a 
standard based on bullion of silver and copper. If this con- 
dition is to be changed, there will inevitably be a rc-adjustmenl 
of jirices. To change from bullion to coins with a fixed 
gold value, would not involve a greater disturbance to the people 
than to change from bullion to coins with a silver value. 
But to change from bullion to coins with a silver value, and then 
again to change from coins with a silver value to coins with a 
gold value, would involve two re-adjustments of prices, and these 
repeated re-adjustraents would be sure to result in the upsetting 
and disarrangement of the business relations of the country. 

Secondly, owing to the uncertainty in the price of silver, it 
is easier to adopt the gold standard at a time when the new 
system of uniform coinage is being first introduced,, than when it 
has already been established. One can never be sure as to the 
future of the gold price of silver. If, therefore, the new coins 
should first be given a silver value, the uncertainty with regard 
to the gold price of^ silver would lead to great speculations, and 
give rise to great difficulties in fixing the gold value when it is 
desiaed to bring them on to a gold basis. If we could be sure 
that the price of silver would continue to fall, and never rise 
again, then when the time comes when we want to give the coins 
a gold value, they could, perhaps, be given the gold value of 
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the day, and further falls would simply convert them into token 
coins. Even then there would be many arithmetical complica- 
tions and difficulties in deciding their relative denominations, to 
say nothing of the unnecessary disturbance. But, as far as I 
am able to tell, there cannot be any appreciably great increase in 
the annual output of silver^ owing to the fact that there is very 
little room for improvement in the art of silver extraction , while 
the demand for silver for manufacturing purposes is rather on 
the increase. Hence there is also the probability of the price of 
silver rising. But as to the validity of these statements, nobody 
can definitely assure us. Should silver then for any reason rise 
in value instead of fall, our Government, when about to give the 
silver coins a gold value, would have to give them a considerably 
higher value tlian their bullion purports to be -say 20 or 30 
per cent, higher — as otherwise, if only a 3 or 5 per cent, higher 
one be given, a slight rise above that value w^ould quickly lead the 
silver coins into the melting-pot, and a slight fall below it would 
cause their coinage again. What the expense would then be to 
the State of this cjontinual I’ccoinage — to say nothing of the loss 
-■"■can easily be realised. If then a 80 per cent, higher value has 
been decided to be given, by what method should the coins be 
raised to that gold valiu'? Is our Government to giv(^ that value 
rapidly or slowly? If il. should be given rapidly, all at once, 
those wealthy merchants and others, w^ho have large possessions 
of the silver coins hoarded away, would bo made so many times 
richer for no merit w^hatever of theirs, and at the expense of 
th(^ nation. If, however, this 30 per cent, should be raised gradu- 
ally, say 5 per cent, at a lime, the ever-decreasing prices of 
commodities, wdiich would result as the consequence of the con- 
tinuous raising of the value of the coins — not to mention that the 
evil above dreaded still remains, though on a reduced scale — would 
bring our industry and commerce to a standstill. In both cases 
our Government would be in a most hopeless dilemma, and, in 
fact, none of ^tho above-named methods is practicable. 

Thirdly, our Government would be able to reap a hand- 
some profit from coinage, which would otherwise be lost, and 
would greatly help the introduction of the new system. If the 
system is to begin on a gold basis, our Imperial Government could 
easily fix the ratio between gold and silver at 32 to 1 , and w^ould 
be able to make a profit of at k^ast 20 per cent, on everyecoin 
it issues; and, as long as the price of silver should not rise above 
the ratio upon which thcj profit is based, a handsome sum of well 
above £30,000,000 can be made as profit, if eight shillings per 
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capita for 400,000,000 people be taken. I might here mention, 
for purposes of reference, that the French Government makes a 
coinage profit of 150 per cent., and the Indian Government one 
of 90 per cent, on their respective standard silver coins. As to 
the method of keeping the coins at par with their face value, the 
subject will be fully dealt with later. 

Fourthly, the rates of foreign exchanges would be more 
steady. Safe and profitable trade between nations can only bo 
secured by the relative stability in the rates of exchange between 
those countries, and their stability is lo a considerable extent 
dependent upon the state of the currencies of the respective 
countries between whom there are trade relations. If their cur- 
rencies arc relatively stable, the trade between them will b(‘ safe 
and prosperous, while, if serious fluctuations are unavoidable, 
(commerce cannot be profitably carried on. 

The recent fluctuations had a detrimental effect upon both the 
silver- and gold-using countries. Moreover, these fluctuations, 
arising as they do from no cause that can be foreseen, are of such 
a nature that they^ are most ruinous to the trading communities 
concerned. Often times either the importer in our country, or the 
exporter of a gold-using country, finds his profitf^ wiped out or 
even, when the', worst comes to the worst, incurs a heavy loss by 
a sudden fall in the gold value of silver ; or sometimes the exporter 
of our products finds his jirofit greatly diminished by a rise in the 
value of silver; which facts are but of too common occurrence, 
and operate as serious hindrance to the development of our foreign 
trade. On the other hand, the increased foreign trade which 
would result from a stable exchange would bring in an increased 
revv3nue — from customs, &c. — which would greatly help the State 
to, carry on several important national reforms. If, too, the 
exchanges were steady, more people from our country would go 
abroad as students, and in other capacities, who would bring back 
with them Western learning, Western ideals, Western institu- 
tions, and Western inventions which we want so bj}.dly and seek 
so earnestly. 

Another very serious aspect which too often escapes the atten- 
tion of our statesmen is the fact that, as long as silver continues 
to fall in its value, our ^foreign debts are correspondingly increas- 
ing, and unconsciously so. The fall in the Value of the com- 
modity in which a debt is* to be discharged would require more 
of that commodity to pay for the same debt than if it had 
remained unchanged. The several foreign debts that we have 
contracted within the last decade and more must be paid for. 
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Should the value of silver rise to a considerable extent, well and 
good. Should it fall as it has been falling, the question will 
be of a very serious nature for our statesmen and others to 
face. Whether the price of silver will rise or fall, we have no 
reliable means to anticipate; but that the spirit or clement of 
gambling — such as the uncertainty in the value of our money — 
should bo removed from sound State finance is beyond dispute ; 
and this removal can only be effected by the adoption of the 
gold standard as the basis of our monetary system. In Japan 
and India the fluctuations used to be of a similar character, but 
they w(u-e soon put a stop to by the introduction of the gold 
standard. 

Fifthly, our national credit would be bettor strengthened. 
How great is the asset of a nation in possessing a good credit 
in the eyes of fon'Ign nations is too obvious to require any 
expatiation. T need only point out one or two facts before one 
fully realises the immensity of the advantages under this 
category. 

An Eastern financial agent residing in London once remarked 
that he had never been able to borrow money in the money 
market for the government which he w^as representing so cheaply 
as he was able to do after the introduction of the gold standard 
into that country. He remarked that the effect was as immediate 
as that of touching the button in ringing an electric bell. No 
sooner did the news of the adoption reach tht‘ lending money 
market than the drop in the lending rates took place. The 
government in question was thenceforward able to convert many 
of the debts, which had been contracted in former years, and 
to save the nation a great deal of money. Count Matsukata, of 
Japan, has said also that it was not till after the adoption of 
the gold standard by that country that she was abl('. to borrow at 
4 per cent, interest. She had hitherto been paying a much 
higher rate than that. The Count attributed the friendliness 
and moderateness of the money market to the strengthened state 
of the Japanese credit, in the eyes of the investor, through the 
introduction of the gold standard. Inasmuch as we are, and 
shall be for a long time to come, greatly indebted to foreign 
nations, too much attention cannot be given to this subject. 

Moreover, the establishment of a uniform and complete system 
of coinage of a nation is rather like the building of a house' than 
the mounting of a ladder or the going of a journey. The walls 
of the house should be built together in order that they may 
always have a harmonious relation from the beginning. 
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That no gold coins would at the present moment be required 
for internal trade purposes in China is, I think, beyond all 
doubt. But that is no reason why the gold standard should not 
be adopted. On the other hand, there are many evidences which 
indicate that, as our industry and commerce develop and expand, 
gold coins will be required, and such a day will not be so remote 
as is generally thought. But, in the suggestion that China 
should now adopt the gold standard, it is not lo be supposed 
that it was* proposed therein that our Government should at 
once issue gold coins to be put into general circulation. It is 
sufficient that a gold value be given to the new silver coins, 
which silver coins will still be the general medium of exchange 
in the country. I may be questioned as to how may this some- 
what artificial value of the silver coins be kept. Judging by 
the experience of other countries, 1 may say that it may be kept 
by means, among other devices, of our keeping a reserve fund. 
As to what this reserve fund is, and how it is to be created and 
used, 1 shall explain later on. 

I am glad to state that our provincial mints have already 
undergone several steps of reformation, and the viceroys, espc'ci- 
ally those who have been appointed recently, have already shown 
their intelligence in perceiving the enormous advantages wliieh 
would result from their mints being controlled and managed by 
one and the same authority. I might also mention that our 
bankers are mostly intelligent and patriotic peoplci, and would 
all be enthusiastic in sacrificing })ersonal interest for any public 
national advantage. They will, I think, find themselves more 
than repaid for the loss of profit from money changing, which 
now is one of their functions as bankers, by the increased volume 
of banking business, which increase would be due to more ex- 
tensive trade and industry, which are themselves benefited by 
the improved state of the currency. 

Should the conservatism of the Chinese people be alleged to 
be at all a serious barrier in the way of monetary reforms, 1 may 
point out that, if I may say it, we are far less obstinate than 
any other race in the world. I am far from being a eulogist, 
but one can easily realise this if he is referred to the success 
which we, with the do-d'peration of other nations, have achieved 
in the.suppressioii of the smoking of that obnoxious drug, opium. 

I am happy to say also that our police system is being rapidly 
improved, and with modem complicated minting machines, 
fears concerning illicit coinage may be greatly alleviated. 

Further, it is not to be doubted that, as it is also the express 
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and natural desire of all foreign nations that have trade con- 
nections with ns, we should have as sound a monetary system 
as possible; and, as the best system is one on a gold basis, it is 
not likely that any international complication of any consequence 
should arise which would involve any strain upon our Foreign 
Office. On the contrary, I have every reason to assert that the 
nations of Europe and America will all come forward to welcome 
any step that we may take towards the establishment of this 
new system and — nay, they will struggle and also join hands to 
render us evc'.ry hearty support and willing co-operation in an 
undertaking which has so vast a national as well as an inter- 
national importance. 8uch is also the unanimous opinion that 
has be(in expn^ssod by the leading authorities of this country. 

Thus 1 may summarise, and say that, the more one studies 
this 2 >robl(‘in of currency reforms, the more is one convinced that 
for China the scicond plan — the [^lan of establishing a currency 
system on a gold basis, all at once, and once for all, instead of 
first beginning with a system of uniform silver coinage with a 
silver value and them giving these silver coins a gold value — is 
on th('. whole better, and the wiser of the two ; what other 
countries have don(*, we can do too, if only the same amount of 
caution, energy, and patience be forthcoming. 

Now 1 come to discuss the system itself. The question arises 
as to what should be the coins and their dtuiominations to form 
this new system of coinage, bt^aring in mind that silver will still, 
for a considoT’able time to come, be the chief metal as the medium 
of exchange of the people of China. Tlierefore the new coinages 
system, though based upon gold, would be one ada^^table also to 
a system on the silver basis, only in one case the value of the 
currency w^ould be fixed in gold, and in the other it would vary 
according as the gold price of silver rises or falls ; but the value 
of the coins among themselves would be fixed, and that would 
be a great blessing in itself. 

The system of curnjuey which in my 02 )iiiion will best suit 
China is one which should consist of silver and copper coins. 
These coins are to b(i giv(^n a fixed gold value when they are 
issued. When the time comes when the business has assumed 
such a volume as to need the use of gold, geld coins will then be 
issued for general circulation. Here \ must, before going further, 
add that, should it be found advisable to issue gold coins for 
purposes of experiment, such a measure is not objected to at any 
time. All the coins issued must be uniform in every respect 
throughout the Empire, and any variation is to be forbidden, 
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Every one of the civilised nations of the world, except China, 
has a uniform national currency, which consists of standard and 
token coins, and has a definite name for its unit of account. The 
IX)und sterling, the dollar, the mark, the franc, and the rouble 
are the units of Great Britain, the United States of America, 
Germany, Franco, and Eussia respectively. Their coins have a 
definite ratio with one another, and, no matter what the trade 
conditions are of the country, one gold coin is always worth so 
many silver, nickel, or copper coins. All the coins that are in 
general circulation are issued by the central goverinnonts, and 
are uniform throughout the country where they are issued. 

For China, a coin to be called the “Yuan” should be the 
standard cohi, and “Yuan ” be the unit of account. Some peoples 
liavo sugge^sted that our unit should be the Kuping tael, because 
it is the official unit. But it must not be forgotten that the 
Jvuping tael is an official unit only in a very limited area. Our 
Government, in fact, uses as many units as there are names of 
units in the country. The latter arc countless, and the exact 
number of them is not known. Firstly there are, within my 
kno\vl(‘dge, about 150 kinds of tael, of wdiich the Kuping tael is 
one; and, secondly, there are a surprisingly great number of 
coins, native and foreign, which are to be found in general 
circulation among the peoples of the different provinces. Although 
the, generic nanu‘. “tael” is generally used in the northern and 
western jU'ovinces of CUiina as the unit of account, the more 
j,io])ulous and richer ])roviuces in the south and east use the 
Mexican dollar, and, in some parts, the Portuguese carolus, as 
the unit of account. By far the largest amount of the business 
of C'hina, both of an international and local character, is, how- 
ever, being carried on in the latter provinces — i.c., the east and 
south |>roviuces, Fjven in the north and west it is far from being 
correct to say that the same unit, the tael, is employed — nay, 
not only has such never occurred in one province, but also such 
has rarely happened even in one district of a province. Moreover, 
in these northern and western provinces, the Mexican dollar is 
most general in us(u Dr. Morrison also pointed this out in a 
recent issue of The Times, 

This naturally leadj\me to the conclusion that, in deciding 
as to what wo should adopt as the unit of account of our new 
coinal^e system, one of the value of a Mexican dollar .should be 
chosen, and the name “Yuan” be given to that unit. As 
“Yuan” means a “round piece” in the Chinese language, and 
as that term has lung been used in counting silver coins, this 
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Unit will, I think, find general acceptance. If the name “Kuping 
tael ” be given, it will have to be a coin of more or less the 
weight uf an ounce, as the meaning of that term suggests, or 
else people will more than ever be puzzled in finding that the 
tael coin does not contain a tael of silver which it purports to 
do. That they would hesitate to accept them would obviously 
be certain; and, should a coin equal exactly in weight to a tael, 
or, in other words, to an ounce of silver, be issued, they would 
be very inconvenient to carry about. 

“Yuan having been chosen as the unit of account, and also 
the “Yuan” being the standard coin of our new currency, we 
next ask ourselves as to what should be its value in gold. 

.1 suggest that the “Yuan” should be given a value equal 
to two shillings in English money. In selecting this figure I 
have in mind the view that, as the exchange between other 
units and the English pound sterling is everywhere very well 
known, the new Chinese unit would itself bo easily understood, 
and complications, arising usually from foreign exchange calcula- 
tions, would be reduced to a minimum. It is, also to be remem- 
bered that the United States will, in my opinion, be greater and 
greater every day in her commercial as well as political activities ; 
and, while London will always remain the financial centre of 
Europe, New York will probably be that of the Americas; and, 
before a generation shall have elapsed, the twu will be rivalling 
but equally important centres for the world’s finances. There- 
fore, in deciding the value of our unit and standard coin, the 
American dollar must not be Udt unconsulted. The fact that 
tht^ American half-dollar is roughly equal to two shillings, and 
that the English £ is known to the whole world, has justified 
nu; in recommending the two-shilling value to be given the new 
“Yuan.” 

We have now seen that the unit of account of the new 
system should be “Yuan”; that the standard coin should be 
the “Yuan” coin, and this standard coin should be given a gold 
value equal to two shillings in English money. As to its weight, 
I think it should be seven mace and twu candareens, which would 
be 26*80 grammes approximately. This weight very nearly 
corresponds to that of a Mexican dollar. * Its fineness should be 
— nine-tenths to be pure silver and one-tenth to be copper and 
tin. As the fineness of the Mexican* dollar is 898 per thousand, 
nine-tenths fineness would, therefore, be slightly better. 

Here I may point out that several provincial governments 
have issued coins of more or less the same weight and fineness 
as above mentioned, but, owing to luck of uniformity and the 
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want of proper legislation, Ho great success has yet been 
achieved. 

As for subsidiary coins, which are to s(‘ive for small change 
of the people, the 25 cents, 10 cents pieces, to be made of silver, 
and the one-cent and the cash pieces, to be made of copper, 
should be issued. It will bo noticed here that the cash is to be 
issued. I may point out that, on account of the excessive issue 
of late years of the 10 cash copper-pieces, and thus their inevit- 
able depreciation, the cash, which is a coin dating from a very 
early period and has been the chief medium of exchange of the 
poorer classes, has almost gone out of circulation. This has 
caused great distress to these people, because the displacement 
of the former small cash by the 10 cash pieces meant the raising 
of their cost of living, but without a corresponding rise in their 
wages. It must be remembered that there are no Trade Union 
wages in China. 

Iteferonce has been made to the question of the reserve fund. 
By a reserve fund is meant a sum of money, either in the form 
of precious metals or in the form of sc^eurities, or in both, kept 
at a central place or places in order to meet conversion demands 
made for the purpose of settling foreign trade balances. As 
London is now the international money market, and as every 
country of the commercial world now keeps in London a reserve 
fund for a more or loss similar object, I suggest that London 
should bo one of the places where China should keep part of her 
reserve fund ; and that the other place for keeping the rest of 
the fund should be New York. The reserve fund would be merely 
kept to let our foreign creditors know that, whenever we are 
called upon, wo arc ready and able to settle our debit balance 
witjii them which may have arisen from trade transactions, and to 
give them equivalents in gold for our silver coins. I venture to 
say that, in fact, this reserve fund will not be much drawn 
upon, for the reason that the foreign trader, finding that his 
money can be more profitably invested in China than in his 
own country, and especially if foreign income taxes increase, 
will, if he can, leave his money in the former country instead of 
sending it home. Therefore our reserve fund kept with London 
and New York banker j. will really serve as a means merely to 
satisfy certain psychological weakness(is of the human mind. This 
only illustrates the truth of the w^ell -established economic prin- 
ciple that money flows where the rate of interest or the yield 
is highest, of course assuming that there is safety. 

Besides this reserve fund kept in Europe and America, we 
also should have a reserve in China. By this assertion I must 
No. 78. — VOL. XX. ' R 
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not be wrongly taken to mean that a reserve of that kind is to be 
created so suddenly as to give rise to those fancied fears which 
the members of the silver plan school have seemed to entertain. 
On the contrary, the accumulation of this home reserve of gold 
is to be so gradual, covering a long period of years, and with 
such precautions, that the effect of absorbing the metal will 
practically not be felt to any noticeable degree. As soon as we 
begin introducing the new coinage into the country, we should 
start the process of accumulation until the amount thus accumu- 
lated arrives at a figure which, in the opinion of expert financiers, 
is large enough for meeting all practical purposes and for dis- 
posing of all cases of emergency. 

If we want to know what this total reserve should be, we 
must look to the experiences of other countries. In India, the 
Philippines, and elsewhere, a reserve equal to 10 pc^r cent, of 
the total home circulation of silver has beem found to he amply 
sufficient for meeting all cases of drains arising both from the 
settUunent of foreign trade balanc('.s as W(dl as from a.ny local 
overflow of silvtT currency. In my opinion tlu' total currency 
reserve, which ChiTia will eventually have to kec^p, will amount 
to not more than £16, 000 ,000, of which one-half is to he in gold, 
and the other half in the form of first-class and (easily realisable 
s(‘>curities. And it may be added here, that however adverse the 
foreign trade conditions of C-hina may have been in the past, the 
annual (‘xport of treasure or precious metals, which may bo 
described as the small change of the mercantile nations for 
settling trade balances, has never, to the utmost, exceed(*d the 
sum of £3,000,000; and, as China’s resources arc developed as 
time goes on, these balances will gradually turn in her favour. 

A word of explanation may be needed for the use of the home 
reserve which I have previously alluded to. The home reserve 
is intended to be used for converting into gold anj^ “Yuans” 
that may be presented for such purposes. The gold, thus applied 
for, may be foi* internal or external purposes. But gold from th(' 
reserve is to be given at such a rate in terms of “Yuans” that, 
if it is intended for paying foreign imports, the importing 
merchant would find it cheaper and more convenient to buy a 
gold draft on, say, London or elsewhere *tban to procure the gold 
from the home reserve and ship it; and that, if the gold is to 
be for internal purposes —either foi* use in art manufacture or 
any other purpose — the applicant would probably find it cheaper, 
or equally cheap, to buy it from the open metal market. In no 
case is this n‘serve gold to be given except at the fixed “Treasury 
draft rate,” the price which our Treasury charges for drafts on 
foreign centres'— and this draft rate is always to be slightly higher 
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than the rate which the “foreign exchange banks” demand in 
ordinary times. This provision of internal or local converti- 
bility of the “Yuans” gives onr coins the character of the Eng- 
lish bank note, though in the case of our “Yuans” a slight 
premium would, in a sense, be put on gold; but this premium 
is nothing more than the commission charge whicli all banks 
make on their gold operations, or the brassage which any 
government is entitled to make. 

In that pase, as long as our reserve fund abroad is sufficient, 
or as long as our Treasury is always prepared and able to give 
exchange drafts on foreign countries, we need not hesitate to 
make “Yuans” convertible, but wo know very well that, as 
long as the new coins are not issued in excess the “Yuans ” will 
have no occasion to be presented for such conversions. 

Before concluding I should perhaps say a word in regard to 
the precautions that should be taken when introducing the now 
system. Firstly, the Imperial Government, before taking any 
step in passing the necessary preliminary edicts and laws, should 
publish and distribute, among the people of all walks and ranks, 
pamphlets in tlie colloquial as well as the literary languages, 
showing the merits of the new monetary system and the evils 
resulting from the existing conditions of the old currencies. 
Among other things one fact must be mentioned and strongly 
emphasised, and that is that our sovereignty is much impaired, 
inasmuch as foreign governments can circulate their coins in our 
country. 

In this respect foreign governments must be informed, and 
have it explained that, in using this device, we arc not arousing 
any anti -foreign heeling, as the very purpose of the adoption of 
thiii new monetary system would have already shown them. 
Such a miiasure is resorted to because it is an admirable means for 
changing the habits of a p(H)p]e. In connection with this, the 
local magistrates are also to be charged with giving due aiid full 
(^xplanation of the new monetary system, and with giving any 
other particulars connected therewith. 

Farther, in all matters connected with the putting in force 
of the new system of coinage in so far as such effect the bankers 
and merchants, both foTl'jgn and native, their opinion should first 
be obtained ; in a word, thcij must be treated with every courtesy 
in ord?5r that concerted action between the merchants and govern- 
ment may bo assured, and this concertiul action will prove to 
be one of the essential factors which will bring the nrjw monetary 
system to success. 

Un Yuen Hsu 

B 2 
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V nemployment. The Result of an Investigation made in Lanca- 
shire, and an Examination of the Report of the Poor Law 
Commission, By S. «]. Chapman, M.A., M.Com., and H. M. 
Hallsworth, B.Sc. (Manchester: The University Press, 
1909. J^p. xiii4-lC)4. Price 2^. net.) 

This is th(^ typo of book that we require in the treatment of 
such subjects as unemployment. For, owing to the intricacy of 
the subject, and to its immense scope, much detailed work is 
requir(‘d, and some of the best results will be obtained by con- 
fining oneself to certain districts or certain trades. Now Lanca- 
shire, the homo of the great cotton industry, has in many respects 
a character of its own, and its unemployed problems will differ 
in many details from those, for instance, of London or the 
Midland towns. Many features arc common to all, and the 
authors rightly point out that in its fundamental aspects the 
problem of unemployment is everywhere the same, and only the 
details differ. Still, at present it is these sectional inquiries 
that are valuable for the reasons given, and because the atmo- 
sphere of each trade or district differs subtly from that of any 
other. Nevertheless, a series of such inquiries will probably show 
a convergence from each several point upon a single centre. 

In examining the Poor Law Keports, the authors start by 
pointing out that as regards unemployment the divergences of 
Majority or Minority are “neither fundamental . . . nor beyond 
reconciliation,” and in the following pages each receives an 
almost equal amount of criticism. The writers defend the low 
wages clause of the Chamberlain circular of 1886, and point out 
that insurance alone will not prevent the deteriorating effects of 
a' long spell of unemployment. Most interesting, however, is 
, their doubt as to the efficacy of cither of the suggested schemes 
for dealing with those left over by decasualisation. “What they 
need, if they are not to slip down a rung of the industrial ladder, 
is work,” and they hold that, with a proper organisation by 
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Labour Exchanges, this will be more feasible than at present, 
and that the abuses of existing relief works can be avoided. * 

The scheme of the book is stated in the opening chapter. 
It first attempts to estimate the numbers of the unemployed. 
“These merely tell the magnitude of the problem, but it is 
important that it should be known,” for unemployment, “oven 
when trade is generally good, is ‘ far from being non-existent.’ ” 
Aft('r this they proceed to investigate causes, whicli arc hero 
classed as “cyclical,” “seasonal,” “accidental,” and “residual.” 
Finally, they attempt to suggest remedies. 

The sources of information as to unemployment are many 
and various. The chief of them are the Trade Union returns, 
the Labour GazcHe returns of numbers employed and wages 
earned, which are the best available sources of information as to 
loss of employment by short time, and the returns of Distress 
Committees, Guardians’ Censuses, and so on. The authors 
rightly insist on Ihe fact that dismissals do not represent anything 
like the full decline in employment. “Were labour usually dis- 
missed in proportion to the contraction of production in times 
of bad trade, the numbers of the unemployed would evidently be 
enormous.” An illustration of this is given in an interesting 
table showing for various trades the proportion of the decline 
attributable to dismissals and short time. In view of this the 
statement that the Board of Trade curve for 1908 exaggerates 
the depression of that year is very unconvincing. In fact, the 
majority of the trades w^hcre dismissals are resorted to show 
a perceniage that is above, or only a little below it ; whilst many 
of The short-time trades show a total decline in employment that 
is (‘qual to the average percentage of unemployment. Coal- 
mining is the most significant exception. The arguments 
adduced for elastic piece- and time-wages varying with trade 
fluctuations are well worth considering, given adequate safe- 
guards, as the authors insist. There is also an interesting 
discussion of rival systems of short time, and the chapter on 
Distress Committees, Guardians, and censuses is well done. 

The next two chapters deal with “Ages, Trades, and Past 
Work of the Unemployed,” and Unemployment among Women. 
It is probably not a-^f?ict that the Distress Committee returns 
show any greiit disj)arity of ^unemployment among young men in 
propolltion to the j)opuIation. But comparatively it is excessive, 
for the Trade Union returns show a very much smaller amount 
of unemployment at the lower, than at the higher, ages. ‘‘No 
doubt,” the authors remark, “appreciable numbers are the rejected 
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of the skilled trades, but if these numbers are the main cause, why 
are 'so many rejected when the skilled trades are certainly not 
receiving their proportionate share, according to the state of de- 
mand for labour, of the rising generation?” This incidentally 
contrasts strangely with the authors’ statement that real wages arc 
rising, owing to the trend of population towards the more highly 
paid trades, and that in periods of good trade we are fully employ- 
ing our population. They rightly draw attention to the need for 
the organisation of boy and girl labour, and to the fact that unem- 
ployment among women is greater than is usually supposed. 
Here there is a. shortage of highly skilled labour together with a 
large ovcr-su]^p]y of unskilled. 

The treatment of unemployment cycles is good, and the 
authors rightly insist that the tendemey of industria,! progress 
is to decrease their violence. Unfortunately, t.ho figures 
of the third fiscal blue book were not at their disposal. The 
uncorrected percentage shows a higher rate of unemployment in 
1879, 1885, and 1886, than in 1908, but that for the sixteen 
Unions making continuous returns shows the latter to have beem 
the worst year since 1879. A (‘ousideration of tht^ returns of 
individual trades supjiorts this, and also the supposition that the 
higher percentage for trades other than engineering and ship- 
building is delusive, owing to differences of weighting. Indeed, 
the authors seem hardly justified in maintaining tliat “irregularity 
of employment is certainly getting no worse.” For, in addition, 
one has to allow for greater use of short time, even in trades like 
engineering, the growth of the minimum of unemployment in 
good years, and of the fluctuating at the expense of the stable 
trades, and probably the increase of casually employed labour. 

The interesting discussion of seasonal unemployment is 
accompanied by a consideration of insurance, which “has been 
advocated largely with a view to this.” The objections raised to 
the scheme arc effectively dealt with. For the public provision 
of work the authors make out a strong case, given a thorough and 
effective system of Labour Exchanges. Even so, however, the 
better plan seems to be to increase demand by increasing the 
amount of work done, and carrying it out by contractors in the 
ordinary way. Eclief work would thop** no left as a very last 
resort. The authors rightly insist .on th(^ more than average 
supervision required for unemployed labour, and condemn the 
“half week ” and “short day.” Moreover, the principle of paying 
wages below the ordinary s('cms the right one, and they recognise 
the value of the regulation of public work. 
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The book concludes with an interesting chapter on Labour 
Exchanges, and a short one of Summary and Conclusions. It is 
well illustrated by a number of excellent tables, and the charts 
also are good, though the way they are printed scarcely does 
them justice. The index is beautifully clear. As a whole the 
work roaches a very high standard, and the authors are to be 
congratulated on making a valuable contribution to the literature 
of the subject. 

N. B. Dearle 


L*Apprentissagc cL V Enf^eigncment Technique. Par M. Fernand 
JJUBIEF, Ancicn Ministre, Vice-Pr6sident de Chambre des 
Deputes. (Encyclopedie Internationale d’Assistance Prevoy- 
ance, Hygiene Sociale efc D^mographie. Giard et Briere. 
Paris : 1010. Pp. 506.) 

Tins study of industrial training in France has an additional 
interest as showing many of the defects and difficulties to exist 
there from whicli we in this country are suffering. Indeed, there 
is often a striking similarity between the two countries. Neither 
in France nor in England, it w^ould appear, has enough been done 
to replace the old system of apprenticeship by a new and more 
adequate one ; and France is peculiarly liable to suffer because 
so many of its industries still depend very largely on the taste 
arid dexterity of the individual worker. So in both countries 
the apprentice is superseded in a large number of trades by the 
boy labourer, or, in M. Dubief’s felicitous phrase, ''petite-main.'* 
The result, again, is, in France, comjilaints on tJje one hand as 
To*the absenc^o of good workmen, and on the other, the specialised 
worker {manoeuvre) , easily replaced by juvenihi or female labour 
or from the unemployed. 

Yet, though a}>parently widespread, the trouble would seem 
not to be universal, since in one place M. Dubief contrasts the 
trades wrhere apprenticeship does and docs not survive. “La 
chornage est devenu plus intense dans les industries ou on no 
forme plus d’apprentis.” It is a pity indeed that M. Dubief has 
not devoted more spITce^ to describing the condition of affairs in 
individual trades. Again ,, though indentured apprenticc^ships are 
rare, verbal contracts are still common, and, in spite of their 
defects, these must possess some value; and more efforts have 
been made, notably at Lyons, to carry out the law which estab- 
lished inspection of apprenticeship, apd the Hifjher Consul of 
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Labour has enabled local commissions to be established anywhere 
for this purpose. 

The author proposes to make the certificate of apprenticeship 
once more a real proof of sound knowledge of a trade, to limit 
the number of apprentices, and establish authorities for their 
systematic inspection ; whilst commercial apprenticeship also 
requires further development. This alone, however, will not suffice, 
but must be supported by technical schools. The author sketches 
the work already done, complaining that at present it is too 
theoretical and insufficiently practical. This sounds familiar to 
English cars. Apprenticeship should be restored where possible ; 
otherwise technical schools and courses adapted to individual 
trades must be established. 

It is with such schools as they are in France aiid elsewhere, and 
as they should be, that the book chiefly deals. Apparently M. 
Dubief does not refer primarily to the trade schools where young 
workmen go of an evening to impi’ove themselves. He talks of the 
manufacturers and merchants of England ceasing to look upon 
the shop or factory as the place where a trade is to bo learnt 
(or, rather, “picked up”) haphazard, but rather as a place where 
knowledge obtained elsewhere is to be applied. This is partly 
duo to the fact that the French schools have mostly full-tim('. day 
courses which last for three years or so, as a jmdiminary to 
employment in the workshop, though there arc (exceptions. For 
M. Dubief is not unaware of, nor dot's ho fail to appreciate, the 
work of evening schools. 

The second part of the book is devoted to a description and 
criticism of existing technical training in France, beginning with 
an historical sketch of its development. Higher technical educa- 
tion is given at the Conservatoire des Arts et Metiers, a,nd 
secondary technical education at the National Schools of Arts 
aud Crafts. To primary technical teaching a good deal of space 
is devoted ; and there are many tyj^cs of school, including a certain 
number of Schools of Apprenticeship. Not the least interesting 
arc the Ecoles Nationales dTIorlogerie, which were cstabbslied 
to teach the whole of a craft that cannot be so taught in the work- 
shops owing to the subdivision of processes. Still more interesting 
is the six months’ course for workmen wkljiug to perfect them- 
selves in a single branch of the trade. 

The author protests strongly against the idea that these 
schools are only intended to provide a body of foremen and leading 
bands. On the contrary, they should bo available for workers 
of all sorts. Again, they arc contrasted favourably with the 
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Ecoles Primaires Superieures, where the curriculum is far too 
theoretical and literary, tending to turn out inferior artists and 
designers rather than good craftsmen. Indeed, it is interesting 
to find the same complaints as to the preference for the clerical 
professions over the handicrafts and the same contempt for 
manual labour, that have been so common in this country. Again, 
like so many English educationists, M. Dubief has the same 
belief in the superiority of technical education to workshop teach- 
ing, not only for the higher ranks of labour but for the ordinary 
workman. * Great success has certainly been attained in France 
by the three years’ course previous to entering the workshop, and 
youths so taught often outstrip their fellows who liavc spent all 
their time in the shop. But M. Dubief hardly allows sufficiently 
for the picked character of the former, nor for the fact that, 
except in a certain number of trades, the numbers receiving 
technical training are comparatively few. The proportion is 
greatest in the engineering trades, wdiich under modern conditions 
seem peculiarly suited to it. Finally, in France, as in England, 
the teaching of the schools only reaches as yet a small proportion 
of the working classes. 

An interesting chapter describes the authorities by which 
technical teaching is controlled, and France appears to have 
suffered in the past from the clashing of rival a-uthoritics. Tw’o 
further chapters are devoted to the various schools £)roviding for 
the naval and mercantile service and to the arrangements for 
technical teaching of household economy. The subject of the 
third section of the book is Technical Education in Foreign 
Countries. Most of them are treated briefly, fullest consideration 
being given to Germany, Switzerland, and the United States. 
It is interesting to learn that in the view of a competent foreign 
observer, technical teaching in England “has expanded and 
permeated every branch of industry and commerce in a truly 
marvellous way.” He also pays a tribute to the value of the work 
done by private enterprise, to which he states our chief technical 
institutions are due. 

The book is provided with a number of appendices ; but the 
Table of Contents would be more useful if the paging were 
correct, which it is nojt^ Our great regret is that M. Dubief could 
not see his way to a inofo detailed description of the methods of 
tcaclyng and working in individual trades, in order that this side 
of the subject might be as thoroughly dealt wdth as arc the 
technical schools themselves. 


N. B. Dearle 
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Yhe Shifting and Incidence of Taxation. By E. K. A. Seligman. 

(New York : The Columbia University Press. 1910. 
Pp. 427 ) 

It is eleven years since the second edition of this standard 
work was reviewed in the Economic Journal (Vol. IX., p. 240), 
and a third and enlarged edition, possessing all the merits which 
we are accustomed to find in the author’s contributions to 
economics, comes opportunely when problems of taxation arc 
unusually prominent in a number of countries. 

The history of the theories of incidence, which occupies half 
the volume, has been enriched by the inclusion of a few early 
writers who have hitherto been overlooked even by the author 
himself, and this portion may be accepted as a most authoritative 
and thorough survey of the literature of the subject. There can 
now be few, if any, important omissions, atid we have discovered 
only one slight error. Among the writers included for the first 
time importance is assigned to Andrew Hamilton, who published 
anonymously in 1790 dn Inquiry into the Principles of Taxaiion, 
and whom Professor Seligman describes as “a professor at 
Aberdeen.” There never was a professor of that name in 
Aberdeen. Robert Hamilton, author of An Inqtiiry into the 
National Debt, was a professor there at that time, but the work 
has never been attributed to him. 

In the author’s own theory of incidence a number of changes 
have been made and some chapters have been wholly re-written. 
The part dealing with terminology has been expanded to four 
times its former length, a number of new distinctions and terms 
being introduced in the hope that they will “be deemed worthy 
of acceptance as the definitive nomenclature.” Where the burden 
of a tax is greater than its yield, Professor Seligman insists upon 
cutting up the burden, and the extra loss is not incidence but 
“the pressure of incidence,” “the pressure of the impact,” or 
“the pressure of evasion.’’ The “transformation of taxation,” 
where the producer pays the tax and recoups himself by improving 
the process of production, is not very happily classified as a form 
of “escape from taxation.” 

The only noteworthy change in th^>excellent chapter on 
general principles is the abandonment of a theory which the 
author has found to be untenable. In the earlier edition it; was 
argued that in the case of monopoly less of the tax on the product 
would be shifted to the consumer if the industry obeyed the law 
of increasing returns than if it obeyed the law of constant returns. 
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while more would be shifted if it obeyed the law of diminishing 
returns. Under competition these would be reversed. In defer- 
ence to the criticisms of Professor Edgeworth (Economic 
Journal, IX., 293-302), this theory has now been dropped, and 
the author tells us that in the case of monopoly “the influence 
of diminishing and increasing returns is apt to bo similar to that 
in the case of competition.” In both cases, if the coinuiodity is 
subject to increasing returns, the tendency is that more of the 
tax will b(^ shifted to the consumer than under circumstances of 
constant or diminishing returns. It would have been a fitting 
acknowledgment of services rendered in this mattei if Professor 
Seligman had toned down his strictures on the mathematical 
method still appearing under the unfortunate title of “The 
Mathematical Theory,” which is apt to suggest a distinct doctrine 
of incidence where none exists. 

The discussions of taxes on agricultural land and on urban real 
estate have been largely re-written, and most of the recent works 
on English local rating have been utilised to good purpose. 
Professor Seligman adheres to his former conclusions in this 
department, and they are set forth with even greater lucidity than 
formerly. The student of local finance will find here in brief 
compass one of the most stimulating discussions of the incidence 
of rates with which we arc acquainted ; and if attention is called 
to a few of the doctrines with which wo arc inclined to quarrel, 
it is due rather to the importance of the volume than to any serious 
disagreement with most of the conclusions of the author. One 
of these disputable points arises where Professor Seligman dis- 
cusses the defects of the ordinary view that taxes on agricultural 
rents fall on the landowner. Among reasons for questioning it 
he* tolls us that rents are not always truly competitive, and when 
farmers arc under-rented “a remission of rates will inure to the 
advantage of the tenant,” and an increase of rates will be borne 
by the tenant until the margin between actual and rack-rent is 
exhausted. He adds, however, that the recent depression in 
England has not only destroyed this margin, “but in many cases 
created a margin on the other side ” ; and when farmers are thus 
over-rented “a remission of rates will be of all the greater advan- 
tage to the tenant.” ^*’This, surely, is a paradox which requires 
more proof than is here offered. The truth appears to be that 
when agricultural prices are falling, rent docs not fall as quickly, 
but follows some little way behind, the result of the remission 
being to prevent rents from falling as far as they otherwise would 
have done. Also when he asserts that the principle of capitalisa- 



244 


THB ECONOMIC JOTJHNAL 


[JUNE 


feon of taxes holds good of urban lands, but questions it in refer- 
ence to agricultural lands because the latter are exposed to sharper 
changes of value, one very much doubts the accuracy of the view. 

Still less convincing arc his arguments for the inelasticity of 
the demand for house-accommodation. When he urges that the 
tenants ‘‘will raise money to pay the increased rent by such 
expedients as taking in lodgers,” it may be asked where these 
lodgers were before the tax was imtx)8ed. Presumably they had 
house-accommodation somewhere ; and if taxation forces a man 
to let off part of his accommodation to another, is it not just 
one way of rciducing his own demand? When his blanket had 
shrunk the Irishman thought to lengthen it by cutting a strip 
from the top and sewing it on the bottom. How does it im[)rove 
matters when the demand for house-room shrinks because of high 
rates if Mrs. Smith’s lodger removes to the apartments of Mrs. 
Harris? The latter may be enabled to kec]) as large a house as 
before by sharing it ; but the former, losing the lodger’s contribu- 
tions and having to pay higher rates, will be th(‘. more likely to 
seek a smaller house. For the theory of Proh'ssor Seligman it 
is necessary that the tax should create a new supply of lodgers 
who have not previously had any accommodation; for only the 
inhabitants of St. Kilda, who earn a precarious livelihood l)y 
taking in on(‘- another’s swashing, would try to meet higher rents 
by lodging one another’s children. 

Nor is th(j surrender of accommoilaiion so uncommon as the 
author thinks. It has btum distinctly noted in a rejiresentative 
town as an effect of recent depression that quite a large proportion 
of wwking-class tenants have reduced the number of rooms 
they occupied. The fact that houses are necessaries is not in- 
consistent with elasticity of demand for house-room, for there are 
sufficient people who would take more of it if the rent and rates 
were lower, or who wmuld luive taken more of it in the past if rates 
had not existed, to make an assumption of inelasticity inappro- 
priate in considering the effects of taxation. When Professor 
Seligman further says of ‘‘the tenants in the slums of large cities ” 
that ‘‘they shrink from the expense of moving from apartment to 
apartment,” we w^onder if he can offer any support for the state- 
ment. For tour years the present reviewe-y. kept a record of the 
occupants of a number of blocks of tenements of one- and two- 
roorned houses in Glasgow, and nothing was more striking ^than 
their mobility and the inexpensiveness of their removals. Only 
12 per cent, of the liouses were occupied by the same persons 
from beginning to end of the period, and many of them had a 
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very rapid succession of tenants. For the most part the expense 
of removal meant nothing more than the hire of a hand-cart, 
sometimes not even that. 

Stanley H. Turner 

The Law and Practice of Rating and Assessment. By Clarence 
A. Webb. (Loudon : Crosby Lockwood and Son. 
Pp. xxi+236.) 

t 

Mr. Webb may be congratulated on having carried out with 
success a difficult piece of work. He has set himself the task of 
explaining to overseers, surveyors, and members of assessment 
committees tlie law and practice of rating and assessment. F(iw 
subjects are less amenable to brief treatment. Confused by the 
varying practices of the rating authorities, perplexed by a differ- 
ence of law and proc(;dure in the Metropolis and in the couiitry 
outside, flung into a condition of puzzled bewilderment by the, 
if one may venture to say so, conflicting decisions of judges of 
the High Court, which must be assumed to be in accord, tlu‘ 
ordinary reader is apt to despair of gaining any clear insight 
into the rating probkun. He sees his assessment raised, ho kiiow’s 
not why ; he would like to protest effectively, but is ignorant how 
to make such protest eff(ictive ; and finally subsides into a state 
of grumbling but passive acquiescence in the doings of an 
autliority which appear beyond the limits of the normal human 
understanding. 

Now, w^e do not say that Mr. Webb makes all things perfectly 
clear : the subject does not admit of perfect clearness. But he 
does contrive in cornmondably small space to i^xplaiii tlie general 
principles of the law. As the rating problem is bound up with 
local govtirument, he gives a brief history of the rise and develop- 
ment of the rating authority ; but apart from this very necessary 
excursion lie confines himself closely to the actual subject. Hero 
and there he allows himself to criticise anomalies, but is too wise 
to add to his exposition of the method of rating proposals for its 
reform. 

The book begins with a statement of what may or may not 
be rated. The author next tells us what are the rating powers 
of local authorities. He* then proceeds to show us how the valua- 
tion« lists are made inside and outside London. We learn the 
difference between “Gross and Eateable Value,” that thicket 
of tangled inconsistencies. Following on this comes a discussion 
of who may object to the assessment and how he may^ do so. 
The information given on this last question is full and exhaustive, 
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but' he might have made the explanation more telling if he had 
taken the ordinary ratepayer aggrieved on account of his assess- 
ment, and conducted him in narrative form through the different 
stages of appeal. All tlie facts are given, but the story of a typical 
ratepayer pushing his objections to the furthest extreme would 
have lent point to the exposition. 

The last portion of the volume is concerned with an account 
of the different kinds of property which are rated and the prin- 
ciples of assessment applicable in each case. Housa and flats, 
machinery and business premises, woods and sporting rights, 
railways, gas, water, and tramway undertakings, and even 
licensed premises, have all a special chapter devoted to them- 
selves. Throughout the author steers a middle course, avoiding 
on the one hand the interminable intricacies of legal decisions 
and on tlie otht^r the inisUmding simplicity of a purely popular 
explanation. 

Reginald A. Rbav 


Studirfi in Indian Economics, By Prof. II. B. Lees Smith, 
M.]\ (Constable and Co. Price 3s, (hL) 

Indian Economics has been a field little surveyed yet. Mr. 
Ranado’s Essays in Indian Economics, admirable as they are, are 
a group of ('ssays on various subjects, more or less detached 
surveys of some portions of Indian economics. Professor Lees 
Smith's Studies in Indian Economics is something more than a 
survey of Indian industries and commerce. He uses as the basis 
of his studies not merely the existing industries, but takes into 
account the resources that could be utilised, natural wealth, and 
national aptitudes, the motive power of organised credit, a*nd 
such other important factors, and therefore casts an eye into 
the future. 

H(i dovot(\s a preliminary lecture to a general survey of the 
Indian economic situation ; the exclusive dependence of the coun- 
try on the one prcicarioiis resource of agriculture, and its need for 
a greater diversity of industry. In the very beginning he gives a 
useful warning to the p(‘Dple of the country wdien he points out 
the danger of blindly following the Engbsh economists in dealing 
with India, which is so different from England. A change is 
certainly needed in the economic condition of India. But it 
must b^ a cbang(^, not on exotic lines, but on lines natural to 
the country, its peoples and its conditions. The author gives 
an elaborate survey of the existing conditions, the industries of 
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the country, their possible extensions and lines of improvement. 
The natural resources of the country are such as could ensure 
a healthy diversity of industry. But the one great causes of the 
whole economic backwardness of the country lies in the old- 
fashioned methods of production. But for the cotton and jute 
industries, it cannot be denied that primitive methods still hold 
the field. Home-work, and not production on a large scale, is 
still the prevailing system. 

author discusses the subject of the Swadeshi and Indian 
Protectionism, which is dealt with more at length in his other 
book on India and the Tariff Prohb m. He examines the Indian 
banking system, and advises the formation of a central bank 
for India or tlu^ amalgamation of the three Presidency banks. 
With regard to the general indc^btediu'.ss of the Indian ryot, which 
is almost bt^coming proverbial, he considers the only way out of 
it is th(i formation on an extensive scale of co-opc^rative credit 
societies, organisations tha,t c^ombine the elasticity of th('. private 
money-lenders with the clieapiiess of Government banking. The 
bulk of tlie people of India (*onsist of just those classes among 
whom the societies have done successful work in Europe. More- 
over, as the author riglitly considers, it is institutions like these 
that will have a gn^at (‘ih;ct in the political world as well. They 
provide expcu’iencc', in the conduct of self-governing institutions, 
('xperi(mce that will give the people qualities needed for repre- 
sentative government, for which they have begun to ask. The 
last note that Professor Lees Smith sounds is striking. He refers 
to some of the fine (pialitios of the Indian peoples, but what are 
still needed are confidence and enterprise. Without mutual 
trust, co-operation is impossible. Without enterprise, develop- 
ment is extremely slow. TIkj pi^ople need to do tilings for them- 
selves instead of always depending on the Govormnent. Lack of 
initiative, conservatism in methods, want of technical and com- 
mercial training — these have been serious factors retarding Indian 
dcivelopuKuit. But if they can bo overcome, Indian industry and 
commerce are bound to play a great part in the economic world. 

N. M. Muzumdar 


Tariff Reform, By CApqfAiN G. C. Tryon, M.P. (London : 
^The National Eeview. 1909. J^p. 139. Price 2^. 6d. net.) 

This little book admirably fills a gap in the literature of the 
Tariff Controversy. The movement has produced some bopks of 
quite exceptional mcirit ; but not, so far, a really good short text- 
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book, suited to the ordinary reader. Most nearly approaching 
this are Professor Ashley’s “Tariff Problem’’ and Mr. Amery’s 
“Fundamental Fallacies of Free Trade”; but these very able 
books appealed to a more instructed public. Captain Tryon, 
however, has written a book that the most uninstructed person 
can understand, and at the same time bases his reasoning on 
such sound lines as to satisfy the severest economist. 

Ought our government to stand aside as foreign nations in- 
creasingly interf(‘rc in our trade? America penalises our ship- 
ping, in which Captain Tryon rightly points to our natural 
advantage. It refuses our china and welcomes our china clay, 
whilst Germany rc^gulatcs in her own interest our export of 
woollens. On the other hand, manufactured goods form an 
“unnaturally large part of our imports,” with the added fear of 
systematic dumping. In the past our woollen and cotton trades 
were, acciliniatised by Protection, and it established our shipping 
supremacy; facts which do not proven free trade bad now, but 
show }h‘ot(iction to hav(^ been beneficial in the past. 

Cobden miscalculated in many ways, and overlooked the ten- 
dency of “excessive (concentration” of industry under universal 
Free Trade to accentuate trade depressions and to give individual 
nations a dangerous monopoly of foodstuffs and raw materials. So 
Fr(‘.o Trade and Nationality are hopelessly at conflict. By the test 
of industrial production, Free Trade stands condemned. The more 
rapid growth of younger nations cannot explain away “a German 
steed industry nearly twice as great as our own,” and Germany 
can Ivc^ep her population at home : England cannot. The error 
is to look at foreign trade statistics alone : for a growth of foreign 
trade may mean a loss. An Fjnglish trade is destroyed by foreign 
importation, which is paid for by an export of goods formerly 
(consumed at home ; an(i where there were two English industries, 
there is now only one. “In short, a change to some foreign 
source of supplies is mistaken for an increase in total consump- 
tion ; we get bigger returns both of ‘ trade ’ and ‘unemploy- 
ment.’ ” 

Moreover, tariff negotiations are likely to go more against us 
dn the future, the open door having actually increased the 
stringency of foreign Protectionism. ^ The “favoured nation 
clause” has proved illusory, concessi(?ns being limited to articles 
from which England cannot benefit, or special restrictions 
shutting her out. Finally, foreign countries are continually 
fencing off the neutral markets for their own privileged trading. 

The greatest advantage to the Protectionist country, however, 
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is the double market, especially with the modern development 
of machinery. For control of the home market and power to 
dump in England makes possible the increased scale of production 
that is the vital factor, and in times of depression saves the 
foreign, at the expense of the British, workmen. Cnnada and the 
United States, before^ and after the imposition cf the Canadian 
Tariif, afford a striking analogy. Moreover, Protectionist coun- 
tries, far from clinging to obsoh^te methods, got the best British 
machinery and skill for their factories, and the “bracing atmo- 
sphere ” of Free Trade means an uncertainty fatal to all enter- 
prise. Abroad protectionism is becoming more stringent, and th(i 
neutral areas fewer. Only the British I5mpire remains, and ther(', 
the prospects are more than hopeful and arc not confined to the 
existing preference, valuable as that is shown to be. Finally, 
all systems have food taxes, and Tariff Beform means at most a 
transference, more probably a decrease. Final chapters deal with 
the opposition to Tariff Beform, Defence, and Imperial Prefer- 
ence as a Bond of Union. 

Such in baresc outline arc the lines of Captain Tryon’s argu- 
ment, and the book is almost everything a short text-book should 
be. The style is clear and easy, the arrangement admirable, 
and the argument devedops naturally, steering a middle course 
between unsupported assertion and an over-dose of statistics. 
Throughout taste and temper arc unc'xceptionable, and the humour 
rapier-like both in keenness and refinement. Captain Tryon, 
indeed, reminds us of “ Aramis raising his hat with one hand and 
drawing his sword with the other.” 

N. B. Dearlr 


TKeorie de Vimpot progressif. Par Louis Surrt. (Paris : Felix 
Alcan. 1910. Pp. 774.) 

This ponderous volume surveys all the theories of progressive 
taxation which have ever been put forward, and all the objections 
which have ever been made to them. Despite its bulk, it attempts 
to deal only with the theoretical side of the subject, seeking an 
answer to the question whether or not such taxation is justified by 
ethical or other principles, and avoiding altogether the study of 
the application of progression in existing financial systems. 
Indeed, when M. Suret does occasionally cite an actual tax by 
way of illustrating his terminology, he shows no great familiarity 
with present practice. Thus, as an example of a tax “at the 
same time proiiortional and progressive,” he mentions “the exist- 
No. 78. — VOL. XX. s 
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ing income-tax in England,” where the proportional rate applies 
to incomes above £500; but this has not been the case since 
1898. 

The theories arc, however, brought together in six long 
chapters replete with quotations from all manner of writers, 
many of them scarcely worth the attention they receive, and 
impressing the reader with a sense of wearisome elaboration. If 
M. Suret had not Ix^en so ambitious of attaining completeness 
within the limits of his inquiry, a few hundred pages might easily 
have been saved by cross references to Professor Seligman’s 
Progressive Taxation, which has been translated into French. 
Similarly, when a score or more authors, important and unim- 
portant, have in much the same words urged the same objections 
to a theory, it is hardly ne^cessary to quote in the text page after 
page from every one of them and then to repeat in lengthy 
footnotes the very same words in the original tongue of the par- 
ticular writer. As a result, it can truly be said tliat this volume 
is the full(‘st collection of statements and opinions of previous 
writers which w(^ have seen, for it is more elaborate and detailed 
than evtm Professor Seligman's monograph and it must also 
be granted that the arrangement and classification of authors arc 
admirably done. But it w^ould have been mucJi more readable, 
without sacrificing anything of value, if there had been more con- 
densation and judicious omission, though it is doubtless easier 
to produce a big work on such a topic than a small one. Yet it 
would b(i a pity if these defects obscun^d the real merits of a book 
which displays not merely erudition, but occasional passages of 
keen criticism and independent judgment. The “socio-political” 
view is discussed with somewhat greater sympathy than writers 
generally accord to it ; and a chapter is devoted to theories which 
are not based on the idea of justice, particular reference being 
made to that of Professor Loria. The conclusion is not, however, 
very illuminating. 

Stanley H. Turner 


Histoire dcs doctrines sur Vimpot en France, Les origines et 
les desiinees dc la Dixme. Itoyale de Vauban, Par J. B. M. 
ViGNES. (Paris: Giard. 1909. 5p. 525.) 

Probably no country has been more fortunate than France as 
regards the attention devoted to the history of its financial 
doctrines and practice, and this lucid work well maintains the 
high reputation of French economists in this department of study. 
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The aim of Professor Vignes is not to present an ordinary critical 
analysis of the celebrated Dime Roy ale of Vauban, but to investi- 
gate the origins of the leading ideas of that work and to estimate 
their influence on subsequent doctrines and ])ractice. Hence the 
book deals with the growth or decay of the three fundamental 
principles of Vauban ; that taxes on land should bc^ proportional 
to the gross produce and payable in kind ; that direct taxes, at 
least, should be ‘rated” {impots de quotite) and not “aj)por- 
tioned ” {vgipdts de repartition ) ; and that taxation should be 
universal. The volume consists of threes parts, devoted respectively 
to these doctrines, and each part is subdivided into two chapters, 
the first of which deals with the origins of the idea and the second 
with its destiny. Such a scheme obviously involves a very 
thorough survey of the history of theory and practice, and the 
two are woven together with conspicuous success, and, so far as 
we can judge, with historical accuracy. The references to otluT 
countries are, it is true, very slight, and little would have been 
lost if they had been omitted altogether. But the selection of 
Vauban as a starting-j3oint from which to work backward and 
forward in the development of these ideas of taxation in France 
is justified by the result. 

M. Vignes has no difficulty in showing that for (^acli of the 
principles Vauban had many precursors. The proposal to l(wy 
the impdt fonder on th(‘> gross produce and make it payable in 
kind, which is usually (*onsidered to belong most distinctively to 
him and wdiich gave the title to his book, was not first discovered 
by him. M. Vignes does not, however, agree with those who 
affirm that he borrowed it from Boisguilbert, but gives some 
very strong arguments for the view that it was taken from the 
writings of Hay du Chastelet, an intrepid thinker wdio has not 
hithcTto received his due from economic historians. Certainly 
Hay du Chastelet had expressed the principle, and it is difficult 
to believe that Vauban vras not acquainted with his publication. 
The doctrine of rated taxation is also stated by the same writer, 
but it had been applied still earlier in practice, and many authors 
before these had called for its general adoption. As to the maxim 
of universality, it appears to have been the rule at one time, and 
the majority of economists before Vauban had protested against 
fiscal privileges and exemptjons. 

Blit while none of the three cardinal principles originated with 
Vauban, he put his own impress so strongly upon them that they 
owe their influence in large measure to him. Taxation in kind, 
of course, died out for reasons which the author adduces; but 

s 2 
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jfche other two propositions were destined to play a vital part in 
fiscal development. The principle of the impot de quotite was 
applied in the Dixibme of 1710, and maintained later in the 
Vingtihne. Repartition found a new lease of life at the end of 
the eighteenth century b('.cause, though employed so long to 
opfiress the taxpayers, a system of fixed quotas when the figure 
could not be raised served for a time as a popular defence against 
royal abuse. But the reasons w^ere transient, and the system 
advocated by Vauban obtained a stronger hold in pracl^ice, promis- 
ing to triumph completely in the future. As for the principle of 
universality, the history of the personal and territorial privileges 
and exemptions, the arguments for and against them, the struggle 
of the privileged to retain their advantages down to the very end 
of the Ancien Regime, and the coup de force of 1789, occupy 
three-fiftlis of the volume and permit of no summary brief enough 
for a review. The whole work is admirably written, displaying a 
wealth of information so well arranged and clearly expressed that 
it never becomes dull. Within the limits set for himself, M. 
Vignes shows a mastery and penetration which cannot fail to 
obtain for his volume a high fdace among works on the financial 
history of France. 

Stanley H. Turner 


Stock Exchange Investments in Theory and Practice. By 
Joseph Burn, (London : C. and E. Layton. Pp. 322.) 

This book, w^hich consists of a scries of twelve lectures de- 
livered by the author at the Institute of Actuaries, in the session 
1908-9, is primarily intended for the use of students preparing 
for the second examination of the Institute, the syllabus of which 
includes, inter alia, the constitution and operations of the Bank 
of England; the National and Local debts of the United King- 
dom ; and the principal classes of Stock Exchange Securities, and 
practical questions arising in connection with their purchase and 
sale. Although written in the first place for the benefit of a limited 
class, it will be readily seen that the work, if it deals adequately 
with its subject, will appeal to a much wider circle of readers, 
and perusal shows that it deserves a large circulation among 
persons other than those engaged in fife assurance. 

As is necessarily the case with any work containing a descrip- 
tion of the Bank of England and the National Debt, the book 
contains a good deal of historical matter, which is set forth in an 
attractive manner. The first three lectures deal with the constitu- 
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tion and operations of the Bank of England, which are fully 
described, and they are sufficiently up-to-date to include an ex- 
planation of the American crisis of 1907 and its effect on the 
London market. Lectures IV. to VI. deal with the National 
Debt clearly and in detail, and furnish interesting reading for the 
novice. The second half of the book appears to be th(^ more 
useful although not, perhaps, so attractive as the earlier part. 
Lectures YII. to X. arc devoted to the subject of Stock Exchange 
s(icurities, And describe fully Stock Exchange practice in regard 
to the buying and selling of stocks and bonds, including technical 
points ndating to contango and backwardation, The different 
kinds of investments arc described at length in Lecture XI., which 
is devoted to the securities appearing in th('. Stock Exchange daily 
official list, and the information given is of the utmost servic'c to 
thos(' who have little or no acquaintance with the list. 

The last lecture, on local indebtedness, gives in a compara- 
tively small space a useful account of a subject upon which it is 
iu)t easy to obtain information, and deals with the various statu- 
tory powers enabling local authorities to boiTow, and the various 
points to be considered by a prospective lender btffore making an 
advance'. 

The book is evidently the w’ork of a man with an excei)tionally 
wide experience in financial matters, and it must be conceded 
that the author has succeeded in his endeavour to ‘‘give sufficient 
information to enable anyone to read the Stock Exchange and 
Money Market columns of the daily papers with intelligence and 
advantage.” Facsimiles of various forms in actual use arc given, 
and a good index adds to the value of the book as a work of 
reference. 

T. Tinner 


Bciciligungs- ujuI Finanzicruyigs-gcjiclhcliafien, Von Professor 
Dr. Egbert Liefmann. (Jena: Gustav Fischer. 1909. 
Pp. x + 495.) 

Professor Liefmann is so well known for his excellent work 
that a new book by him scarcely requires recommendation. This 
time he considers, and egnsiders very fully, those companies in 
Gcrniany, America, BnglaiJd, Belgium, France, and Switzerland 
which are formed for the purpose of co-operative investments 
and kindred purposes. He breaks comparatively new ground 
here, and this applies to his theory as well as to his descrij)tive 
portions, 
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' English readers will turn with interest to his account of the 
rise and progress of such companies in this country. Why did 
they arise, at all? The answer is that investors, especially small 
investors, w^anted a high return for their capital. Sound securities 
(such as Consols) paid only a small dividend ; foreign securities 
paid a greater. But then the risk was greater too. Now a big 
capitalist, by a judicious selection of his investments, could 
minimise the risk. Not so the small investor. But the latter 
might co-operate wnth other small investors for this purpose. 
Hence arose Investment Trusts. The first of these in England 
was the Hcottish-Ainc'rican Investment Com[)any, founded in 
1800, wnth a capital of .£‘2,000,000. The nurnbtT of such com- 
{)anies inen^ased gradually, and Professor Liefmann gives a list 
of no fewer than 107, the lah^st being the General Investors and 
Trustees, Ijtd., founded in 1907, wnth an authorised capital of 
£1 ,000,000 sterling. 

Kindn'd companies to these are the Assets Companies, whose 
object it is to take over the property of bankrupt concerns. The 
first of these was foundcul in 1882, the Assets Company, in con- 
nection with the financial crash of the City of Glasgow Bank. 
In 1883 the Ass(£s Idealisation Company w^as founded, not in 
connection with some particular bankrupt concern, but to deal 
generally with bankrupt busiiu'sses. Lastly, then', are the 
Beversionary Companies, whose object is to purchase “reversion- 
ary interests on foundi'd property or in railway and other approved 
securities, sterling loans, and pecuniary legacies, also reversionary 
interests in freehold or copyhold property.*’ 

Professor Liefmann is most informing on the subject, and 
is very thorough for each of the countries with wdiich he deals. 
If his descrij)tivc portion is intc'.resting, no less so are his theoretic 
speculations. He divides capital into three sorts : (1) Capital in 
kind ; (2) capital in money ; and (3) capital in stock. To the 
third he gives a good deal of attention, for it is the starting-point 
for the consideration of the Investment Companies. 

In his last section he deals with such topics as the regula- 
tion of these companies and their r(‘latioj\ to the. banking houses. 
In short, no aspect of the question is neglected, and students will 
iind Professor Li('finann’s book a min(‘ of information on a (*om- 
[laratively new subject. 

M. Epstkin 
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Lebensbedingungen moderner Kultur. Von Dr. Gustaf F. 
Steffen. (Jena : Gustav Fischer. 1909. Pp. iv^f 372.) 

Dr. Steffen has had a varied career. His first studies were 
those in chemistry; his later studies in social ^>nd economic life. 
For ten years (from 1887 to 1897) he w^as newspaper correspondent 
in London, and during that time ho made himself acquainted 
with industrial conditions in this country, and published an 
excellent b8ok on the English wage-earning class. He is now 
Professor of Economics at the tiny University of Gotenburg, and 
his latest work contains eiglit essays on sociological and economic 
questions. The book was written in Swedish, and a word of 
thanks is due to Margarethe Ijangfeldt, wlm translated the book 
into German, and so made it accessible to a wider circle of 
readers. 

In his first paper, on the Meaning of Tjife, Dr. Steffen dis- 
courses pl(‘asantly on such questions as the rise of social classes, 
progress, and civihsation. W(‘. might describe this first paper as 
a philosophy of d(?mocracy. Tlu' author has strong sympathies 
with democracy : nay, w'c^- believe that ho inclines very strongly to 
Socialism. He certainly accepts the view ihat economic forces 
are the motive forces in history, and he maintains (in the second 
paper on the Strugghi for Well-being) that poverty is an evil. 
Ho has some biting things to say on th(^ view' pnwalent in sonui 
quart(3rs that poverty is good ; that the poor have only themselves 
to blame ; or that there must of necessity be rich and poor in 
the land. Dr. 8teffen will not hear of this. A pcoj)le w^hich is 
held captive by force of habit, which cares only to maintain 
things as they an^, wdiich has no longing for better conditions 
— mch a people, he says, is in a state of decay. The question of 
poverty interests the author greatly, and he discusses it from all 
sides. What he de]dores most is the toleration of poverty. He 
w^ould lik(5 to see the poor utterly dissatisfied with their con- 
ditions, and the rich utti'rly dissatisfied to live in a society that 
contains poor ele nents. Indeed, his chapter on social discontent 
is one of the Ixjst in the book. 

One sees clearly that J)r. Steffen is deeply concerned for the 
social wrongs of our time, and he is unsparing in his criticism. 
Thus, he points out the R)^pocrisy of the modern sentiment that 
all w?)rk is noble. In reality (he says) it is only the work of the 
ruling claKS(3K that is so considered. One is not surprised to find 
that he dislikes luxury He has some excellent things in the 
section devoted to the consideration of the subject. “Luxury if? 
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"the expenditure of much in the way of material things without 
bringing about higher social values.” And therefore, he con- 
cludes, we cannot wage war against poverty, or raise the standard 
of life, without at the same time attacking riches and luxury. 

In his section on Socialism and social democracy, Dr. Steffen 
gives as good an account of Socialism in a dozen pages as any 
we have ever read. There is a clear, concise presentation of the 
teachings of Marx and excellent criticisms on the weak points 
in his system. 

We have said sufficient to show the aim of the book and the 
author’s standpoint. All through he is most interesting, and the 
topics ho discusses arc of vital importance : — What is the State? 
Personal and economic freedom ; the moral value of the State ; 
the Labour question ; the freedom of labour contracts ; trade 
unions and their relation to Socialism ; taxation ix)licy. For the 
discussion of these subjects and for some valuable suggestions 
respecting education we must refer tlio reader to ihe book itself. 
It is a book that deserves more than passing attention, and, 
fortunately for the author, the German translation is quite easy 
reading. 

M. Epstein 


Tcc/t?^^6Yd^-roZ/;6•wnr/.9cJm/fifc//^ Monographien. Hcrausgegeben 
von l^KoFESsou Du. Ludwig Sinzheimer. 

Band v. : Die volJmrirtscha/tJiche Bedeutung der tech- 
nischen E ntwickelung der Zelluloidindustrie. Von 
1)R. Josef Ertel. (Pp. 139. 3m. 50pf.) 

Band vi. : Die ivirtschaftliclic nnd soziale ntwickelung 
der deutschen Ziegelindustric untcr dem Kinflussc 
der Technik. Von Db. Bruno Heinemann. (Pp. 
139. 3m. 50pf.) 

Band vii. : Die i^oJkswirtrSchafllichc Bedeutung der 

tcchnischen Entwickelnng der deutschen WolD 
indusirie. Von Dr. Alexander Wachs. (Pp. 135. 
3m.) 

Band viii. : Die rolkswirtschaftliche Bedeutung der 

technischen Entwickclung in der Schuhindustrie. 
Von Dr. Friedrich Behr. (l^p. 148. 3m. 50pf.) 

Band ix. : Die volkswirtschaftHehe Bedeutung der 

technischen Entwickclung in dcr Papier fabrikation. 
Von Dr. Franz Schafer. (Pp. 284. 7m.) 

Band x. : Die volkswirtschajtliche Bedeutung der 

technischen Entwickclung der deutschen Lederin- 
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dustrie. Von Dr. Julius Trier. (Pp. 91. 
2m. 50pf.) 

(Leipzig : Klinkhardt. 1909.) 

This systematic series of trade monographs is a sign of the 
times. It is a fresh indication of the new direction now being 
taken in every country in economic stndi(?s, or — if one prefers so 
to put it — of the greater attention now being directed to certain 
parts of the economic field. Whether in the old or in the new 
universities^ whether in the venerable faculties of philosophy and 
arts or in the brand new commercipJ faculties and colleges, the 
effort is visible on the part of professional economists to get into 
closer touch wnth the actualities of business life — to understand 
them, as it were, more from within, as they pnvsent themselves 
to those primarily concerned, and not simply from without, and 
as looked at by the politician or government official. Investiga- 
tions into the growth and organisation of the several industries 
are a natural outcome of this new spirit. For it is corning to be 
realised that a great industry is, in a real sense, an organism, 
with a life of its own and with inter-related members, and that 
it can only properly be treated as a whole. The general and thc^ 
particular will always each have a place in economic inquiry ; and 
for teacliing purposes, for obvious reasons, general considerations 
must necessarily preponderate. But the economist is finding it 
desirable to immerse himself from time to time in the particulars 
of a single trade, and to return to his necessary work of generalisa- 
tion with a deepened sense of the limitations of abstraction. 

Professor Sinzheimer, of Munich, must be congratulated on 
the circle of competent puxuls whom he has been able to set to 
work. Each of the monographs now before us is a careful and 
informing x)iecc of work; and each of them has sought, though 
with varying measures of success, to place himself at the point 
of view indicated by the editor. That x^oint of view (which is 
variously expressed in the titles of the several volumes) is the 
relation between the technical and the ecojiomic. asj)ects of the 
several trades. That, also, is significant of the present trend of 
thought. Economics has hitherto found its allies chiefly in 
Philosox>hy and in History; but, in the age of machinery, it is 
inevitable that it should, be brought into closer contact with 
Engjii leering and the Applied Sciences. To understand enough 
of the technical side of a business to interpret its economics, with- 
out being overwhelmed by technological detail, is a difficult ideal ; 
but it is an ideal that the economist of to-day can hardly avoid 
aiming at. 

An adequate review of the present volumes would demand 
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'inore space than is at my disposal, and what is even more neces- 
sary, more special knowledge. 1 must content myself with 
noticing a few points of interest. 

Dr. Wachs’ book on the woollen industry goes over ground 
that is perhaps rather more familiar than the others. We learn 
from it, inter alia, that the working day had been pretty generally 
reduced in practice from eleven to ten hours since 1897, even 
bc'fore the factory law of 1908 made ten hours the legal maximum 
for female operatives. Money wages also have gone il*p generally 
in the last few years, and have a good deal more than made up 
for tlK'. ground lost in the depression of 1901, though nothing is 
told as to the cost of living. The plan of joint agreement as to 
rates of piece \vages is making progress, especially in districts 
devoted to a single branch of the trade. 

Dr. Dehr’s “Shoe Industry” is very largely a comparison of 
the factory system of production on a large scale with the small 
shop methods which it is replacing, but replacing far more slowdy 
than has been the case in America or England. Tlie most original 
and instructive part of his treatise is an attempt to reckon the 
exact cost of production of a particular kind of shoe in a factory 
and in a small workshop. Anotluir interc'sting section describes 
the various ways iti which the large shoe manufacturers are trying 
to get hold of the market, and especially the plan of “Fabrik- 
niialon,” or, as w^e should say, of “multiple stores.” 

“Papiorfabrikation,” by Dr. SchiifcT, is, as might be expected, 
very largoly” an account of the new method of production from 
w^ood pul/) and of its economic relations to rag paper. We learn 
a little also of the printing paper syndicate, but not so much as 
we could wish of its organisation and membership. 

While the three industries hitherto mentioned are of long 
standing, the celluloid manufacture is very new% and dates only 
from 1869. 'In Germany it started as late as 1880, when an 
enterprising Mannheim manufacturer established a w^orks and 
placed in it a number of operatives w^hom he had brought over, 
“urn toures Geld,” from the Franco- American factory at Stains, 
near St. Denis. At present there arc only eight celluloid factories, 
all on a large scale, in Germany ; and Dr. Ertel has no difficulty 
in showing the technical reasons why the celluloid manufacture 
can only be carried on uj)on a large scale' though the manufacture 
of celluloid goods can still be profitably undertaken by compara- 
tively small (*nncerns. 

To the pr('S(‘nt rewiewer. Dr. Heinemanrrs rnonograjih on 
“ Brickmaking ” has proved the most fresh and instructive. Brick- 
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making in Germany is an industry in which the labour conditions 
are generally very deplorable, and that because it is a season 
fcrade. Owing to the method in which bricks have hitherto been 
generally made, with exposure at various stages to the open air, the 
work can only be carried on during the summer uionlhs (from 
April to October). As a consequence, it is not as a rule engaged in 
by labourers permanently residing on the spot, but by w<indering 
bands of men wiio come from a distance for the season (or 
Kampegne)* These men used to come chiefly from the small 
principality of Lippe-Dt'tmold, and apparently they worked in 
more or less co-operative fraternities. But now the Lippe men 
can confine themselves to the more skilled or responsible part of 
the work ; and tlu' vastly larger number of labourers in the brick- 
yards, rendered n(‘cessary by the growth ol great towns and the 
d(unand for building bricks, is supplied by the ijnmigration of 
foreigners — Eussian Toles on the east, Czechs iji Saxony, 
Walloons and Dutch on the west, lealians on the south. These 
imported labourers are under the thumb of the middleman (the 
limSy i.e., “Boss”), who pays their tovelling expenses and 
deducts them from their wages, contracts with the owner of the 
brickyard to produce a certain quantity at a certain price and 
makes what he can out of his foreign gang, and supplies them 
with food and drink on terms which recall the worst abuses of 
the truck system in J^]ngland. Until the owner of the brickyard 
can give employmcmt all the year round, it will be almost impos- 
sible for him to free himself, even if he desires to do so, from the 
middleman ; and so long as a fresh set of men appear every year, 
the owner can feel little interest in their well-being, and govern- 
UR ntal inspection can have but slight efficacy. Dr. Heinemann 
shqws how" the grow th of gr(3at citii's is creating a demand for 
bricks which makes an expensive equipmi'jit economically possible, 
and how the improvement in the means of transportation is widen- 
ing to some extent the area of the available market, and enabling 
the larger concerns slowiy to driven out the smaller ones. But any 
(‘onsiderablc improvement in labour conditions must be dependent, 
according to our author, on such a change in the methods of 
brickmaking as shall render the manufacture independent of the 
weather. The imjirovc'ment of methods has indeed already gone 
so far as to make the w(»j|k independent of the weather within 
the season, but not so far as to make the work continuous through- 
out the year. “Herein is the most important problem of modern 
brickmaking, which has already been solved so far as the inven- 
tion of a process is concerned, but not in such a way that the 
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solution can be recommended from a purely business point of 
view.” As far as I have observed, Dr. Heinemann does not deal 
with the question how far seasonal manufacture may be bound 
up with the seasonal demand for bricks : for, of course, building 
itself is a seasonal occupation. 

Dr. Trier’s “Lederindiistrie,” though one of the shortest, is 
also one of the best of the series. The tanning trade has under- 
gone great changes in processes and great changes, also, in the 
sources from which it obtains its hides, and in the markets in 
which it disposes of its leather. All these developments are here 
explained in a brief and competent manner. Dr. Trier calls 
attention to the business consequences which flow from the facts 
that hides are by-products, and that their supply and price arc 
in large measure indejx^ndent of the demands of the leather 
market. 

When a series offers us so much, it is perhaps a little un- 
generous to ask for more. But I have been stmek, in most of 
the monographs, by the extremely scanty information concerning 
the capitalistic side of the several industries : the capital invested, 
the owners, their organisation in firms, companies, syndicates, 
the movement of prices, the fluctuations of dividend, and financial 
policy generally. Such information is indeed very difficult to 
get : almost every pnd'ace laments the extreme reticence of the 
manufacturers. But in these days of joint stock companies then^ 
arc means of getting a good deal of information about most 
businesses. The ideal monographer, it is clear, should be not 
only an Economist and a “Techniker,” but also an Accountant! 
But I doubt whether the profession of Accountant has sufficiently 
progressed in Germany to make this proposition as intelligible 
there as it is becoming wdth us in England. 

W. J. Ashley 


Chemical Industry on the Continent. A Report. By Harold 
Baron, Gartside Scholar. (Manchester : At the University 
Press, 1909. Pp. xi + 72.) 

This, like several of the preceding Gartside Reports, is mainly 
of a technological character. The writer gives a straightforward 
account of the processes he found in operation in the w^orks to 
which he was able to gain admission in Belgium, Northern 
France, and Western Germany ; and this part of his modest 
volume ought to prove suggestive to those engaged in chemical 
and dyeing undertakings in this country. Of more general interest 
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is the concluding chapter on Patent Protection. According to 
Mr. Baron, the German Patent Office makes a much more 
thorough search as to the originality of an invention than the 
British Office, and charges only a quarter of the British fee. 
Accordingly, “it is a frequent practice among inventors in this 
country who file many applications for patents to first file the appli- 
cation in Germany, in order to get the benefit of the search, ami, 
if the reply is favourable, to then file the application in England 
and other countries, claiming the priority of the German applica- 
tion under the International Convention “ Not only is the search 
more thorough, but the German practice also gives greater oppor- 
tunity to the public — i.e., to rival manufacturers -to oppose the 
grant. “The resuU is that a patent, when ultimately granted in 
Germany, represents an asset of more real value to the owner. 
In case of infringements, he can sue with greater confidence of 
success than is the case with an English patent.’’ 

]\rr. Baron seems to have no doubt at all in his mind about 
the Patents and Designs Act of 1907. “There are already indica- 
tions that the German colour manufacturers are taking steps to 
erect works in this bountry in order to comply with its provisions ” ; 
(dse where it is mentioned that the Bayer Company, of Elberfeld, 
are already erecting works at Port Sunlight vp. 47). “This cannot 
fail to improve employment in this country, owing to the intro- 
duction of foreign capital.'* Apparently Mr. Baron is not one of 
those who believe that all a government can do by its legislation 
is to “divert” a ])ortion of a given amount of domestic capital 
from one employment to another less profitable. Nor does he seem 
to be troubled by the reflection that the chemicals “made in 
England” will probably be, for a time, more expensive to the 
English consumer than if they had continued to be made in 
Germany. And it has apparently not yet occurred to him to 
worry about the proposition that when imports are diminished 
(e.g., of German-made chemicals), English exports inevitably fall 
off in like proportion ! 

W. J. Ashley 

The Origin, the Organisation, and the Location of the Staple of 
England. By Adaline L. Jenckes. (Doctorate Thesis of 
the University of Pennsylvania. Philadelphia. 1908. 
Pp. 83.) 

The conception of the Staplers presented in this work is the 
usual one. They existed largely for the advantage of the English 
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Government, and Governmental connection dominated their early 
career. The origin of the Merchants of the Staple is said to be 
connected with the King’s merchants selling the King's wool. 
No examples of morchaiitB selling the King’s w'ool, however, are 
given previous to 1341, whilst there seems to have been a staple 
about the middle of the thirteenth century, and a Mayor and 
Merchants of the Staple in the reign of Edward II. If the pro- 
posed origin is correct, the word “staple “ may be connected not 
with “stapcl,” a heap, but with “stapeii,” to go or to force to 
go, referring to the King’s forcing merchants selling his wool 
to go to one s2>ecific port. The whole explanation, though an 
improvement on some that have been given, is not a demonstratt'd 
fact as it stands, but an interesting hypothesis. The origin of 
the Staplers remains unknown. 

An appendix of twenty pages of documents enhances the 
value of the work, though only two of them have not been pre- 
viously published — the Charters of 1501 and 1617. It is very 
much to be regretted that no use has been mad(‘ of the MS. 
sourccis to be found in the Chancery Files and in the Rolls of th(^ 
Staple. The Continental archives also might be (expected to 
offer a store of materials. The discussion of the judicial relations 
between the officers of the Staple and the Chancery is hardly 
complete without at least a reference to the means taken by the 
Staple court for tlu^ recovery of debts in case the debtors had 
left the jurisdiction of the Staple. The Chancery Files supply 
abundant evidence of the sending of certificates and recog- 
nisances to the Chancery for the collection of debts in such 
cases. 

There are some statements which may well be doubted and 
which require further investigation — for example, that the ex- 
portation of wool in the period 1353-1463 was as a rule in the 
hands of aliens. The valuable table sliowing the location of the 
Staple (1285-1617) contains at least one eiTor. The Staple was 
not restored to Calais, after its removal to England in 1369, in 
answer to the petition of the Commons in the year 1373, but put 
off till 1376. Though there is a lack of exhaustive treatment of 
various interesting topics touched upon, the treatise as a whole 
may be said to be the most valuable that has yet appeared on the 
subject, and as a compact statement certain features of staple 
organisation, useful to the student of English economic history. 
The broader treatment of the Merchants of the Staple, their 
trade organisation both in England and on the Continent, and 
the development of the merchant class handling staple com- 
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modities, within as well as without the fold of the Company of 
Staplers, how^ever, still remains to be undertaken. 


N. S. B. Gras 


Social England in the Fifteenth Century. By A. Ahram. 
(London : (f. Boutledge and Sons. 1909.) 

The subject chosen by Miss Abram for the thesis submitted 
for the degree of D.Sc. (Economics) in London is an ambitious 
one, including as it does an examination into the many changes 
of a period of transition from medijeval to modern conditions. 
And it is im])ossible to feel that we are much nearer to a final 
(jonclusion as to some of the problems which confront the student 
of fifteenth-century history, when we rise from the perusal of a 
book which bears evidence of unwearied industry upon every jvage. 
Concentration u}.x)n one aspect or another might have been 
more productive of fn contributions to such knowledge as 
we possess of the economic and social life of a dillicult period. 
The earlier portion of the volume embodies the conclusions 
of earlier investigators as to the course of financial, industrial, 
agrarian, and com'merciai changes in England, and to thedr 
results Miss Abram adds further illustrations drawn from 
the Calendar of French Rolls, the Early Chancery Proceedings, 
and other documents preserved in the liecord Oflico. In estimating 
the eflfe.cts of these' changes upon social life and national character 
the writer draws attention to many interesting facts drawn from 
contemporary sources. Those concenied with such matters as 
the standard of comfort, the labour problem, the industrial position 
of women, the economic jiosition of the Church, and the education 
of children, wdll find useful material, though their conclusions 
upon these points may somc'times differ from those drawn by Miss 
Abram. Here and there a tendency to gcuu'ralise upon very 
scanty evidence is noticeable, and the form of the thesis leaves 
something to be desired. The constant mention of authorities in 
the text is not only tedious but quite unnecessary, sinc(i adequate 
references are supplied in elaborate footnotes. 

E. A. McArthur 

Deutsche Wirthschaftsgeschichtc his zum Sehluss dcr Karolinger- 
periode. Von Karl Theodor von Inama-Sternegg. Zweite 
V|^^besserte und vermehrte Auflage. (Leipzig : Duncker und 
Humblot. 1909. Pp. 755. Price 20mks.) 

The economists of many schools and countries who were 
recently lamenting the loss of Professor von Inama-Sternegg will 
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be glad to leam that he had found time amidst his many activities 
to revise and enlarge the first volume of his history, which, with 
its two hundred pages of additional matter, its ample references 
to original authorities, and its discussion of more recent researches, 
is likely to retain its position as the one accessible and adequate 
account of German scholarship in what is perhaps the most contro- 
versial of its many fields of activity. The first edition of this 
volume in 1879 opened up the way in Germany, as the work of 
Dr. Cunningham was shortly after to do in England, for the 
separate* study of economic history as a whole. Since then an 
immense amount of learning has been devoted to the subject, 
and of this a great part — many economists and even some his- 
torians arc apt to think a disprojxirtionatc^ part — has been con- 
cerned with the primitive agrarian conditions that form the 
starting-point of our civilisation. The fascination exercised by 
these problems will not be denied by anyone who has approached 
them, and the dissatisfaction of outsiders is mainly due to the 
feeling that the scantiness of the data gives free play to precon- 
ceived ideas, and that thus, through a mistaken notion of the 
causal importance of origins, the exorcised {Spirit of dogmatism 
re-enters the swept and garnished house of historical science. To 
some extent this reproach is being removed. The lore of the con- 
stitutionalist and the jurist is being balanced by that of the 
archaoologist, the anthropologist, the philologist, and the 
geographer. One specialist approaches the early Germans through 
the study of their place names, another through that of their 
geodetic survivals, a third and fourth through the investigation 
of their currencies and their tomb furniture ; and each of these 
methods of research tends to supply a basis for new theories as to 
the social origins of modern civilisation. Such a competition of 
origins is healthy and stimulating. As one scholar after another 
succeeds in establishing the importance of the period or the 
institution or the class interest which he champions, whilst none 
succeeds in establishing its all-importance, the social historian 
is confronted with the full height of his task — is compelled to 
enlarge his notion of the secular development, and at the same 
time to recognise that every period has an underived vitality and 
character of its own. 

Although von Inama-Sternegg wf^s by no means wanting in 
this catholicity of spirit, there is no doubt that in this first volume 
his interest was largely centred in an institution and a period 
which he had made peculiarly his own. He had laid the founda- 
tions of his work as an economic historian by a special study of 
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the development of landlordism in the Carolingian period, in 
which he was led to emphasise the primary importance of purely 
economic i’orc<'s in the formation of feudal institutions. It was 
the pressure of (economic needs on a settled and growing popular 
tion rather than any (^xtcjrnal force that destroyed the isolated 
seIf-suflici(aK*y of comminiities in whicli the sinail freeman was 
still the dominating figure. The prccaria and the beneficimn 
which facilitated tlu'. growth of depeiidcuit tenures, and the lay 
and ecclesiastical immunities which strengthened the organising 
initiative of landlordsliip, ant primarily to be regarded as the 
instruments of this economic necessity. Setting o.d from this 
standpoint, von J nama-Sternegg had trac(‘d the rapid appropria- 
tion during the (ughth and lunih eenti:/it‘s by monastic houses 
and lay magnates of the uncultivated soil tliat lay between the 
“marks” of the commuriiiu‘s, the assignment of it under de- 
j)muleut tenures, and the reaction of this pmeess on the status 
of fr(‘(‘ landholding in the comnmniti*\s themselves. 

Tlie account of the economic*, cdiang(‘s by which the freeman 
was subordinat'd to a higher social and political structure supplies 
a backbone to the*j)r(\sent vohnrH^. It has been stnmgthoned by 
the Tosults of uioi'e n^eent research, (‘sjHH'ially by those embodied 
in the woik of Or. Uubel, whoso view that tlui colonisation of 
the waste w%as mainly due to the systematic jxdicy of the Frankish 
monarchy has been largely adopted, though it must be added that 
von rnama-8tern('gg distinctly rejects Rulad’s attribution of much 
constitutional and social framework (the hundreds, the “Hufen,” 
&c.) to the centralising activities of the same epoch. 

Criticism is not likely to as;sail the facts that form the basis 
of this account of the Carolingian (‘pocJi, but will more probably 
concern itself with their n'lation to other facts and their pro- 
j)ortionaie importaiic'c. Even rhose wiio think it a sound method 
to give the primacy to economic causes may well doubt wludher 
those cause's can have operated at so early a period with so little 
friction. Tlie main difficulty of the economic historian is to find 
a formula of development that is slow enough to leave room for 
tw^enty ceuturic's of jmogressivo civilisation. The growth of land- 
lordism, the displacement of an older by a newer order of nobility, 
of a local economy by a national economy, are phases of develop- 
ment that might be preduated of the eighteenth century, or the 
sixte^uith, or the twelfth as well as of the eighth, yet the free 
peasant and the local economy arc still far from extinct. We 
need not, therefore, be surprised if one group of scholars (Knapp, 
Wittich) find landlords among the Germans in the earlier cen- 
No. 78. — VOL. XX. 
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turies of our era, whilst others (Caro, Haff) discover an abundance 
of small freemen surviving after the Carolingian Grundherrschaft 
has done its worst. There is room for these facts and many more 
in the history of the first ten centuries a.d. ; and the difiSculty 
found in reconciling them is created by the attempt to force a 
simple rigid formula on primitive conditions that were at once 
complex, discrete, and continually fluctuating. 

The two chapters on trade, intercourse, and “nationale 
Wertbildung contain a valuable survey of a field in which 
research has of recent years becm busy and fruitful, and are 
based in part, like the agrarian cha})ters, on special studies of 
the historian’s earlier years. The difhcult problem of the early 
German currencies, with its most important bearing on class- 
distinctions as measured by the Wergeld, is here reconsidered in 
the light of the recent contributions to the subject of Professor 
Vinogradoff and Mr. Seebohm, Dr. Heck and Dr. Hilliger. 

Georoe Unwin 


Outlines of Economics, (Revis(Kl Edition.) • By Richard T. 
Ely. (New York: Tlu^ Macmillan Co. 1909. Pp. xiii-f* 
700. Price 8.s'. 6c/. net.) 

The activity with which the study of Economics is now pursu(‘d 
on the other side of the Atlantic is plainly demonstrated by the 
sustained or increasing demand that is felt for systematic text- 
books of the character and quality of the present volume. It is 
a “revised edition “ of a manual first issued fifteen years ago; 
and, while the original “plan “ is preserved, most of the chapters 
have been “entirely re-written and some new ones have been 
added. “ In this work three i)rofessors have co-operated with the 
chief author, and Dr. Ely has been assisted by Dr. T. S. Adams, 
Dr. M. 0. Lorenz, and Dr. A. A. Young. 

They have, we think, succeeded in the dual aim which must 
have been set before them — both that of exclusion of tlie less 
important, and also that of inclusion of the more essential, of the 
recent additions to economic knowledge. As thc'.y remark in 
the Preface, there has been in the interval since 1893 “consider- 
able progress in economic discussion “ ; and in this revision they 
have attempted to “include so much ot*the new thought as seems 
to have established itseff.” The list of authorities appended to 
each chapter, and the useful course of further reading suggested 
at the close of the volume, show that the authors have kept 
abreast of the literature which proceeds in increasing bulk from 
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the printing every year ; and a detailed study of any par- 
ticular section chosen at random would, we are convinced, con- 
firm the favourable impression we have obtained from a rapid 
consultation. We appreciate the skill and judgment with which 
the mak^rial available has been examined and apfn’aised, and an 
appropriate employment of it made for the benefit of teacher and 
student alike. 

The general scheme of arrangement conmumds itself by its 
simplicity. After an Introduction in which, in accordan.'e with 
present tendencies, a fair amount of historical inforTiiation is intro- 
duced, to exhibit the environment of fact in which theory has 
been evolved in the past and must operate in the present, we 
proceed to the sti’dy of “Principles and Problems under the 
familiar lu^adings of C’onsurnj)tion, Production, Value and 
Exchange, and Distribution. ^Vhe “relation of the 8tate to 
industry,’* which occupies the final section of this division of the 
book, is a subject presenting a suitable opportunity for the treat- 
ment of such modern topics as transportation and insurance, the 
economic activities of municipalities, and socialism. Book III. 
deals with Public ‘Einance, which has, unfortunately, if not un- 
justifiably, been omitfi^i from some excellent American manuals 
of rec(*nt date ; and Book IV. is devoted to tne history of economic 
thought. 

A special filature of the treatise Is to be found in the questions 
placed at the end of each chapter, and we agree with the authors 
in thinking that they fulfil the promise held out in the Preface, 
of furnishing a searching test of the pains given and the intelli- 
gence applied to the study of the reasoning and exposition on 
which they are set, Wc can, in fine, bestow no higher or more 
deserved praise upon this text-book than to record our opinion 
that the college and university students, for wdiom it is intended, 
will derive as much advantage from its repeated use as we know 
that many have done from the Elementary Principles of 
Economics, published in 1904 under the joint authorship of 
Professors l^^ly und Wicker. Wc have always considered that 
little book to be at once the most simple and the most stimulating 
introduction to economicj study of which we are aware ; and we 
can well believe that, as stated in the Preface to the present 
volume, it should have been employed in a “number of higher 
instikitions,*’ although it was “intended primarily ’’ for “schools.” 
The manual before us is a “more advanced treatise,” but it has 
the same characteristics of lucidity and directness, of awakening 
and retaining the interest of the reader. L. L. Price 

T 2 
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* An Elementary Manual oj Statistics. By Arthur L. Bowley. 
(Loudon: Macdonald and Evans. 1910. Pp. vi-i’215.) 

As a.n t lementary guide to tlie handling of numerical statistics, 
this manual should perform a useful service. It fills a gap which 
was much in need of being filled, and, naturally, encounters the 
ordinary difficulties of the pioneer. That the writing of an 
(dementary text-book is a task vastly more difficult than the pre- 
paration of a treatise for advanced students is a commonplace. 
The most admirable elementary manuals are those which have 
undergone re])eat(;d revision, and many of the jxnnts which invite 
criticism in the volume under consideration are such as are likely 
to undergo modification as opportunity arises — that is to say, 
tlu^y are more or less natural defects of a path-breaking text- 
book. N(wi;rth(dess, the suggestion that the volume was pre- 
j)ar(‘d, ])robably from lecture-notes, in some haste, forces itsdf 
on th(', reflecting reader of its pages, and the haste is to be 
regr(‘tted if it be the true cause of certain deh'cis, small in tluun- 
selv(‘s, Init not negligible when considered (*umulatividy. The 
book being (‘specially intended for beginners, the standards by 
w’hi(*h it must be judged are those that apply to a book for be- 
ginners. In such a book much importance attaches to even minor 
(hdails. 

The teachers who have urged their followers to observe their 
precepts rather than their practice have admitted a well-known 
failing of humanity. In general the precepts laid down in this 
manual ar(‘ admirable, but the expenditure of sufficient time to 
ensure that they were uniformly observed in the couple of hundred 
[)ages of the book would have added to its value as a guide for 
beginners. It is an ex(;ellent maxim that “the principal cause 
of incorrect use of statistics is want of attention to the definition, 
moaning, and limitation of (^ach estimate quoted ” (p. 3). It was 
not without a shock that, a dozen pages later, the statement 
was encounteind that “The national expenditure of the United 
Kingdom is about .il6(),()0(),()0() . . . the total national income 
is estimated at 1,800 ,000, 000 ” (p. 10). The addition of the 
word “total” to the epithet “national” could hardly be expected 
to alter the connotation so completely as is clearly intended. 
National income means here the aggregate income of the citizens, 
while, two lines earlier, national expenditure refers to the outlay 
of goveriinicnts — and not all of that, for in the final chapter 
it appi^ars that the net expenditure of the central government 
of the United Kingdom w^as £132,660,000 in 1908-9, w^hile the 
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part of the expenditure of local governments for which provision 
was made by rates had reached ^668,600,000 in 1906-7. Clearly 
attention to the definition of the terms is needed if “national” 
is to be applied to such different conceptions for income and for 
expenditure in the same sentence. 

In the fourth chapter a useful discussion of approximate figures 
and the modes of handling them is undertaken. It is, possibly, 
a matter for consideration whether the beginner m statistics is 
more helped by being introduced to the phraseology nnd results 
of the mathematical theory of error, or hampered by the sugges- 
tion of the word “error,” that the figures with which he is con- 
cerned are compiled without duo regard to accuracy. Uncertainty 
there may be, ard it is healthy to recognise it, but it needs some 
training to become accustomed to the term error in this sense, 
and a somewhat less sudden plunge into a sea of “errors” might 
not bo without advantag(i. 

The effect of weighting in the compilation of averages is dis- 
cussed and illustrated, and a useful application, leading up to 
the construction ^of a geiUTal ind(‘.x of the fluctuations of the 
volume of foreign trade, is found in the mc'asurernent of thi'. 
f)rogress of the export trade in woollen tissues, where a yard is 
of varying significance according to the class of fabric concerned. 
In accordance with the scheme of the book as an elementary 
manual, the detail of the demonstration that ajiproximatc weights 
arc quite sufficient for most purposes is omitted, referonco to the 
author’s earlier work being made (p. 17) for the theoretic j)roof 
of this fxnnt, and an illustration being given in preference to the 
elaboration of the. proof. On p. 77, however, the earlier passage 
is referred to thus: “It is shown that they (i.c., th(^ weights) 
JUiLHl not he taken with great accuracy,” while on p. 131 wc find 
the question of weighted averages once more arising in the dis- 
cussion of prices; and the statement in regard to it is : “It was 
stah'd and partly proved on })p. 18 and 32 a])ovc that errors 
involved in such a process tended to neutralise each other.” The 
fluctuation between the view that the proof offered is but partial 
and the view that it is complete would doubtless be eliminated 
by a sufficiently deliberate revision of the t(^xt. 

Naturally, a number of points as to which there is room for 
controversy are passed by with the assertion of the view whicli 
confVnends itself to the author as most acceptable, as it would 
not be desirable to enter too deeply into the merits of certain 
disputes in an elementary work, and it is equally unnecessary 
to consider the relative merits of the views adopted and of those 
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rejected in a review of such a book. The existence of a convenient 
introduction to statistics may contribute to the creation of such 
an intelligent interest in matters statistical that some of these 
controversies will be substantially advanced towards definite 
solutions instead of remaining subjects which are taken seriously 
only by a few students of abstract theory. 

In the second part of the volume readers are informed of some 
of the principal matters treated in official statistical publications. 
This should prove a most valuable feature of the book, and we 
should not be surprised to find that it is expanded when later 
editions arc called for. Among the mass of topics handled and 
illustrated it is difficult to select matters for special notice, and 
we may be excused for pointing out what appear to be two small 
oversights. On p. 103 a table is given in which, among other 
things, the j)ropo7'tions of the trade disputes settled in each year 
in favour of the workpeople or the employers, and of disputes 
not definitely assignable to either of these categories, are stated 
for each year from 1893 to 1906, the spaces for 1907 being blank 
and those for 1908 being filled by the statement, “Not given in 
this form for 1908.“ This seems to be an oversight, as both 
the Annual Keport and th(i ]jabour Abstract for 1907 give the 
figures for that year (as does the more recent issue of the Labour 
Abstract, also for 1908), and the Annual Report for 1908 gives the 
numbers for that year, though it does not reduce them to per- 
centages. 

The s(H*.0Jid point relates to the subject of shipping entered 
and cleared, discussed on p. 123. The statement that “shipping 
statistics call for little comment except as to the meaning of 
tonnage,” seems to exaggerate the simplicity of the subject. The 
issue of the Annual Statement of Navigation for 1908 (*onta,ins 
certain figures suggesting a complication the explanation of which 
would fall naturally into the plan of Mr. Bowley’s later chapters. 
The figures in question ndate to arrivals at leading ports in the 
United Kingdom, and departures therefrom, of shii)s engaged 
in foreign trade, and it appears from these figures, as in the case 
of corresponding figures for French shipping, that the record of 
entrances and clearances of shipping at some ports falls con- 
siderably short of covering the entire movement of shipping in 
those ports. As is explained in the return referred to, ships which 
call at several of our ports in the course of a foreign voyage appear 
but once in the record of entrances and clearances, namely, at 
the port where foreign cargo is first discharged or first loaded. 
The entrances and clearances of shipping fail to represent fully 
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the amount of shipping using ports which are largely used by 
vessels as intermediate ports of call, or at which numerous vessels 
terminate a foreign voyage after calling at other home ports en 
route. The right understanding of the shipping statistics needs 
an appreciation of this point. 

It may appear somewhat ungracious to devote most of this 
review to referring to the defects of execution in a book whose 
only predecessors wore in foreign languages. Practically all of 
those noticed might have been avoided had the author been able to 
devote more time to looking after the minuter details of the work. 
Were the book not intended for beginners, some of the matters 
mentioned would be of too small importance to call for special 
notice. As alrerdy remarked, the most difficult kind of book 
to write is an elementary book, for in such a book general excel- 
lence does less to render minor defects negligible than in works 
intended for the more or less exjDert. 

A. W. Flux 

Die licklame. By J)R. Victor Mataja. (Leipzig : Dunckor imd 
Humblot. 1910. Pp. iv-f 489. 10 ink.) 

This volume may be described as a vindication of the practice 
of advertisement. Taking it for granted that a;dvertising is a 
force wlii(*h the modern busini^ss world cannot dispense with, the 
wTiter aims at proving that it is, in the main, a useful and whole- 
some force; that its methods are capable of improvement, while 
its faults can in a great measure be remedied. Legislation, com- 
bined action on the part of the advertisers, and a more critical 
attitude on the side of tlui public can do much to check abuses, 
whose (existence the writer doen not in any way sc^h to minimise. 

The aim of production is not attained, writes Dr. Mataja, 
until the commodity reaches the consumer, and the last step in 
this journey is by far the most difficult to accomplish. The 
physical production of goods is child’s play compared with the 
task of their disposal. Hence the value of advertisement, which 
creates a demand and finds the necessary market. On the psycho- 
logical basis of advertisement and the theory underlying its suc- 
cessful working, the author gives us two interesting chapters. 
Another chapter surveys the methods in use with a wealth of fact 
and illustration covering the entire field. The stimulus given 
by advertisciment to every branch of production is undeniable, 
nor can wo shut our eyes to the fact that advertising creates new 
values. In England it is estimated that 71 ,000 persons earn 
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their livelihood by the technical processes incidental to the 
practice. There is, further, the value given to hoardings, &c., 
where advertisements are displayed, and there is the subsidy 
given to the daily and periodical Press, which speaks for itself. 
As regards the former, the classic instance is quoted of the West- 
End restaurant which covered the cost of rebuilding its premises 
by the receipts for advertisements displayed on the hoardings 
during the process. 

The question of values immediately raises the furthc^r question 
of expense, and the writer admits that the cost of advertisements 
is perhaps their worst sin. d1hs is especially the case wdth 
luxuries, novelties, patent medicines, where the cost of 

advertising exceeds the cost of production, so that the unfortunate 
purchaser may lx* paying one-third of tin*, price for the cost of 
production and two-thirds for the privilege of bf'ing persuaded 
to buy. But on the whole (‘xperience tends to show^ that advc'rtis- 
ing does not raise the price of a commodity- -at any rate, the 
firms that advertise largely do not scdl dearer on that account. 
The cost of advertising is not boriu* by i}\v advc'rtiser, since his 
profits are increased; it is not horiu* by tlx* consumer, since the 
price of the article which he buys does not ris(\ Tlie only person, 
therefore, left to b(*a,r the cost is tlx* uncnt('rprising c*omj)etitor 
who docs not advertise. 

That advertisements often niisk^ad — that worthh'ss articles 
are frequently boomed at the e\p(‘nse of a gullible jniblic, and 
that the Press is in danger of being tyraiiihsod by tlx* advertiser — 
Dr. Mataja does not attempt to deny. But he liolds that these 
abuses are accidental, and are, as a matter of fact, prejudicial 
to the advertiser Limsclf. He cites the example of an American 
pajier. The Ddineator, which decid(*.d to reject the adveutisements 
of patent medicines, beauty sjiecialists and so fo»dh, that had 
hitherto appeared in its columns. The immediate result wnn the 
offer of genuine, good-class advertisements in much larg(‘r number 
than the displaced quackindes. The same profitable course is open 
to every paper of repute, which would find that it has much 
to gain and nothing to lose by ]uirifying its advertisement 
columns. Further, even the most persistent booming wall not 
secure a permanent place in the markc't for wwthlcss goods. An 
article may be bought once because it is wddely adv( 3 rtised — it will 
be bought always only on its proved merits. 

On the subject of Cfiinpetiiive advertising the writer has many 
sound things to say, but comes to no definite conclusion. It has 
been objected that the puffing of, say, a variety of soaps will 
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not really induce ‘ people to buy more soap ; at the most it will 
persuade them to buy A’s soap rather than B’s—a result which 
may be a matter of complete indifference, economically, to the 
public. This, Dr. Mataja points out, leaves out of account the 
elasticity of the market and the educative possibilities of adver- 
tisement. But when all has been said, it is difficult to forecast 
the future of advertisement, and the exhaustive study of the 
subject which has furnished the writer with the material for this 
volume, leads him to conclude that the economic effects of the 
practice are not exactly measurable, and that its powers have 
not been fathomed by modern industry. 

H. Eeinherz 

The Economics of Railway Transport. By S. C. Williams. 

(Macmillan and Co. Pp. 308. Price 35. 6d.) 

It was with a feeling of real pleasure that we lead this book, 
for it is the exception, and not the rule, for a useful addition 
to the literature on railway economics to come from the pen of 
an Englishman. Elven so, w^e have to confess that Mr. Williams 
has gained his knowledge and experience of railway matb^rs on 
ail Indian railwTiy, so English railwaymcn cannot claim him as 
one of themselves. 

Mr. Williams used as the basis of his book a short course'- 
of lectures given at Cambridge in the early part of last yc'ar, 
and this fact is traceable in many parts of the book. The course 
was clearly too short to permit of the ground being properly 
covered, and the same may be said of the book. Mr. Williams 
has attempted to do far too much in too small a space. With a 
ttftji of lh(' book devoted to an historical survey and general 
economic analysis of railwaiy transport, there remain but 250 
small pages of large type, and in these the attempt has been 
made to deal with the economics of the production, distribution, 
and consumption of railway transport. The inevitable result is 
that, just as Mr. Williams gets the reader interested in a point, 
he switches liiiu off on to the next. This is very much to be 
regretted, as Mr. Williams is clearly an able writer, widely read, 
and well versed in his subject. 

In spite of this fundamental defect the volume is full of 
suggestion. An excelkuit example is found in the discussion of 
the economy of large train-loads. Mr. Williams gives excellent 
reasons for his view that, apart from differences due to physical 
characteristics of raihvays, large trains are to be considered in 
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conjunction with the distance traflBc travels. A train which would 
be a large train in England and represent the maximum for 
economical working, would be a small train for America where 
the haul is four or five times as great. This certainly suggests a 
field for investigation. What is the economical size of a train 
with a given length of haul? 

In dealing with the commercial side of railways, Mr. Williams 
has an interesting chapter on passenger fares. This is note- 
worthy not only for its intrinsic merit, but also because most 
writers on railway (iconomics dismiss the matter in a footnote or 
some equally brief manner. Attention may also be directed to the 
discussion of the special (characteristics of railway competition. 
It is clear that some interests must suficr where competition exists. 
It is not, however, equally clear that preference should always 
be given to consumers rather than producers, as Mr. Williams 
contends. However, all will agree with the final conclusion — 
that as the State claims a greater shares in the control and manage- 
ment of railways, there is need for a govcuaiing body which will 
formulate and pursue a definite policy. 

There arc sundry minor blemishes which should be removed 
before a second edition of the l)ook appears. Thus “barirne ” has 
been printed for “banmie,” and “economics ” for “economies” in 
another place. The index is inadequate. 

W. T. Stephenson 


Europe\$ Optical Jllusion, By Norman Angell. (London : 

Simpkin, Marshall. P^i. 126.) 

Mr. An(^ell has cleverly put together a superficial syllogism. 
According to him, the sole purpose of the State is to miable the 
citizen to get a “decent livelihood.” This is the major promise. 
The minor firernise is that the State’s power of giving its in- 
dividual citizens a (?hanco of getting a decent livelihood cannot 
possibly be diminished by defeat nor increased by success in war. 
Therefore war is absurd, and will disappear so soon as men can 
get rid of the optical illusion that war can in any circumstances 
bring material advantages to the victor. Neither the major nor 
the minor premise will bear serious examination. Mr. AngelPs 
seventh chapter, devoted to showing that the British Colonies 
are substantially foreign nations, and that Great Britain gets less 
advantage from them than if they were in every sense foreign 
nations, is better worth reading than the rest of his volume, 
because it raises questions difiicult to be answered by those whose 
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conception of the value of what is called the Empire is material 
and mechanical. It may help them to consider whether a nation 
is based upon “duties” or duty. 

Spenser Wilkinson 


Malthm. By Achille Loria. (Nunwro VL drgli Projili: 
pubblicazione periodica, editor Professor A. F. Forrnaggini, 
Modena. 1909. Pp. 85. Price 1 lira.) 

In this dainty little volume Professor Loria writes in his 
lighter vein. His sketch embraces in short space almost every 
aspect of his subject, and is pleasant to read. Like lago, he 
is nothing if not critical. Malthus on the whole is more praised 
than blamed ; but the blame is severe. Malthus, he says, treated 
his chief problem as biological, whereas it is really economic 
(j). 31). “It is the proportion not between population and the 
means of subsistence, but between population and productive 
(^ai)ital , that determines the degree of prosperity which a popula- 
tion enjoys ” (p. 37). Malthus does not see that it is even theoreti- 
(ially impossible for his arithmetical increase of food and 
geometrical of population to proceed together beyond the third 
place in the series (p. 28). Ho sees only th('< sinister side of his 
own doctrine (p. 40), Picardo being wiser (p. 42). His essay 
was not strictly economic at all, but sociological or philosophical 
(p. 57). Yet he made the subject so truly his own that the world 
lost not a little when he w^as made a Professor of Political 
Economy, and was thereby forced to talk and write on subjects 
which he never really mastered (pp. 60, 78). Darwin and Marx 
were more fortunate^ ; they never held a chair (pp. 79, 80.) When 
all , is said, the theory of Malthus has “a serious and unalterable 
pedagogic value”; it is a warning against real dangers (p. 56); 
and the private character of the man was consistent, unselfish, 
and in every way admirable (pp. 81, 82). 

In regard to more than one of the criticisms of the essay, it 
might perhaps bc; showm that they disregard the text of the essay 
itself. The ratios (whatever we may think of their fitness as a 
metaphor) were meant to describe tendencies, not to convey a 
prediction. The stimulus to activity, which is the other side 
to the sinister one, is rather exaggerated than under- valued by 
Malthus even in the first essay of 1798. 

Our author himself is a brilliant proof that the effects of 
elevation to a Professor’s Chair are not necessarily fatal to con- 
centrated study ; and we need not mourn over Malthus “grinding 
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iu Gaza at the mill with slaves.” Beyond this one sinister 
aspect, if it indeed be so, there is not much that is dismal in 
Professor Loria’s biographical picture. One touch is new : *‘He 
is often winner in the boat-races on the Thames ” (h ad un tempo 
rematorc infaticabile, e riporta non di rado la palma nelle gare del 
Tamigi, p. 81). It rests on good authority that he once caught a 
cold from canoeing on the Cam and being upset there ; but 
Ricardo is bantering when he expects to see his friend “a candi- 
date for the annual wherry” (letter to Malthus, Sept. 21st, 
1819). On similar evidence Falstafl' was declared by a German 
commentator to have robbed the Exchequer with the assistance 
of Prince Henry. 

J. Bonar 


The Workiruj Faith of the Soeial Reforvie/r, By llnxRY Jonbs. 

(London : Macmillan and Go. Pp. 305. Price 7.9. Gd. ncd,.) 

Professor .Iones thinks that on(' of the deepest needs of our 
time is a science of social life. Th(‘ people lack ih(} rather 
than the wall tow^ards soeial reform. There ('xists a widespread 
stable faith in th(' order of nature, but l)(di(d‘ in the social and 
moral order is w’cak and iktvous, though religion and poetry 
proclaim it. The w^ay is long from the* inspired insight of the’ 
poet to the reasoned conviction <;f ih(‘ f))hIoso])her. And the road 
is difficult by reason of the miiltiplicily of the objects upon it 
and their ('ver-changing character. Do not the vast compass and 
infinite variety of modern life make a science of such life im- 
possible? But can give up the attempt? It is the nature of 
mind to organise its mah'-rial into a systematic unity. So(*iety 
which is the product of rc^ason is, therefore, the exhibition of 
the nature of reason, and is, therefore, rational. Science, art, 
and human action arc the spiritual revelation of tlu^ rational 
principle in virtue of which th(‘. world subsists. Recent attempts 
to discovc^r the laws of this self-manifestation of reason in society 
have failed because of the use of unsiiitabh^ categories. The social 
sciences have Ixhui th('- playground of analogk's borrowed from 
physics and biology. Man never know^s how metaphorical he is ! 
This abuse of physical and mechanical metaphors has k^d to 
insoluble statements of the problems of law and freedom, character 
and environment, socialism and individualism. The right 
category to use is spirit or self-consciousness, and the indispensable 
preliminary to any science of society is an analysis of self- 
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consciousness. Subject and object are present within it from the 
beginning. The relation of man and his world is that of mutual 
inclusion. On this view character and environment an^ two 
names for the same thing. When the character is formed, that 
is, when the self lias internalised its environment, attempts to 
reform it fail ; for a vitiated character turns all opportunities into 
its own substance. On the other hand, the power of society over 
unformed childhood is indefinitely great. “Wherever the obliga- 
tions of the parents are easily loosened the conditions arc already 
so bad that it is timc‘. for the State to interfere on behalf of its 
coming citizens.” 

This rapid summary will suffice to indicate tlu^ way along 
which Prof(‘.ssor doiu's thinks a science of society should be 
sought. It is the w^ay of a thoroughgoing Idealism which holds, 
not only that the real world is idi^al, but also that the ideal world 
is real, lie tells us nothing about the Dyaks of Borneo and the 
Aztecs of Mexico. 'J'hesc are taken for granted in the all- 
embracing hypotlK'sis that the complete rationality of the universe 
will be r('vealod at tlie end of its development ratlu^r than at its 
beginning. Two charges have commonly bcnui brought against 
ld(!alism : its excessive subjectivity and scorn for “despicable 
actualities,” and its pure formalism w^hich has sometimes led to 
its identification wfith Quietism. The special value of the work 
before us is the way in which it confronts these charges, first, by 
tracing the twofold movement of spirit — the union and concurrent 
realisation of self and not self, of the good that is personal with 
the good that is common ; and secondly, by applying Idealism to 
concrete issues of our time : to the rights of property, to tariff 
reform, and to socialism. 

JThe economic view of society, the author urges, is inadequate. 
The altruistic reference is present but it is indirect. In a purely 
economic state neighbours would tolerate one another, but each 
would find his end in himself. But property is not a mere material 
fact, and a right to it is an essentially social matter. It is “a 
station and its duties.” The more moralised the individual, the 
more socialised is his will ; the more developed the State the more 
independent its members. The State and the individual grow 
together. The coming of socialism is the coming of individualism. 
The State is a moral agent and the supreme aim of the reformer 
rausf be to moralise our social relations as they stand, and make 
every industry a school of virtue. “Our Trade our Politics ” is a 
fundamentally immoral maxim. Protection and Ketaliation are 
“ methods of barbarism ” hindering the realisation of a good for 
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each that is a good for all. Protection “would put a strain upon 
the private morality and the political honour of British citizens, 
and upon the rectitude of their representatives, from which we 
have all inherited the right to be free.” 

Hegel once warned philosophers against seeking to be edifying. 
Professor Jones may not have aimed at edification , but his book 
is full of kindling thought expressed in memorable phrase, and 
with many a humorous sally at the Pragmatist. This is not the 
])laee to discuss the author's metajiliysics. He is concerned 
with soci(ity as a system of moral personalities, rather than with 
society as a system of services rendered in the making and spend- 
ing of incomes. The economist has claims to be heard in the 
formulation of any science of social life, but the last word must 
be with the philosopher. And the philosopher in this book appeals 
to the citizens to spiritualise their business and their politics. 
This is his solution of the social problem. Did wo but honour 
man and reverence the State, then the secularitic's of trade and 
commerce would be transfigured, and the evils of sweating and 
boy labour, casual labour and unemployment, >v<^^dd be overcomes, 
for, with Kant, we should respect num as jiersons, and, with 
Burke, we should care for th(‘. wounds of the Static as for a father’s. 

Thomas Jones 


People\s Banks. A Eecord of Social and Economic Success. By 
Henry W. Wolff. Third Edition, newly revised and 
enlarged. (London : P. S. King and Son. 1910. l^p. 582. 
05. net.) 

Mr. Wolff’s third edition is practically a new book : ,and 
this fact reflects the jLiersistent growth, extensive and intensive, 
of co-operative credit over nearly the whole of Western 
Europe, with the notable exception of our laggard England. 
Since, however, the recent Small Holdings Act contemplates 
inter alia the formation of credit banks, and since there is now 
before the House of Lords Lord Shaftesbury’s Bill for promoting 
thrift and credit banks, the question can no longer remain one 
of academic interest only for English readers. Mr. Wolff’s book 
is a piece of first-hand scholarship, but he happily refers in the 
course of his descriptions to practices which England would do 
well to follow and mistakes which she must avoid. With legiti- 
mate pride, the author is able in this edition of his work to refer 
to the establishment of co-operative banks in certain parts of 
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the world (in particular in Quebec, Canada) as the direct outcome 
of the earlier edition. How few, alas! can say any such thing 
of their own economic output. 

Banking, however, cannot be understood without careful 
examination ; and co-operative banking is particularly liable^ to 
be misunderstood. The essentials of the co-operative bank may 
be said to be three : the credit-users are the members of the 
bank; the credit given is chiefly personal, in the sense of being 
credit to a member who is guaranteed explicitly by one or two 
other members; this credit is intended primarily, but not 
exclusively, for comparatively small men. Bearing these 
essentials in mind, the reader will be able to follow the autlior 
through the labyrinth of countries and statistics and forms of 
institution. Two great types of genuinely co-operative banks will 
then be seen to emerge — the one suited particularly to artisans, 
shopkeepers and big farmers, the other suited only to small agri- 
culturists ; the one operating by the methods of short loan, current 
account and bills of exchange, the other confined mainly to simple 
loans (longer in duration, but repaid by punctual instalments), 
and adventuring only at its peril into the separate domain of 
mortgage credit ; the one usually named a “ Schulze-Delitzsch ” 
bank, the other still more usually a ‘‘Eaiffeisen bank,” after the 
German prototypes. Mr. Wolff, however, insists on the import- 
ant point that different countries can adapt these types to their 
own peculiar conditions. Thus Italy has quite rightly abandoned 
unlimited liability in its Banche popolari, founded by the Hon. 
L. Luzzatti, Prime Minister of Italy, to whom this book is dedi- 
cated ; and Schulze-Dolitzsch’s banks themselves, with his own 
ultimate sanction, have in some cases with perfect propriety done 
the ^ame thing. For the Kaiffeisen bank unlimited liability is 
more important, since they have no share capital to speak of; 
but even with limited liability such banks might be reproduced 
in England, provided they were of parish area, in the main self- 
supporting, and wholly self-managed. 

Governments, especially our own Treasury (to judge from 
the severe raps administered from time to time by the author to 
this august body), are usually fairly slow in taking up new ideas ; 
but they are also wonderfully impatient of results when they do 
set about the work of social reform. Therefore it is that some, 
if not* most, of the Governments of Europe, in their zeal for 
agriculture and the middle class, have, by excessive presents or 
free loans of money, given an unhealthy stimulus to the co- 
operative movement. This book proves conclusively by examples 
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taken from country after country bow this pernicious procedure 
warps the co-operative spirit and, in fact, defeats its owm object : 
witness in particular the State-fed cai.swe.v attached to the French 
Myndieats ; the moneys jK)ured through the ordinary banks of 
South Italy in the vain hope of rivalling the genuine village 
banks of the North ; the earlier cornptoirs agricoles of Belgium 
and its National Savings Bank, which is now (as is also the 
soundly organised Co-operative State Bank of Prussia) wisely 
encouraging the unions of co-operative banks themselves to find 
their own dc^posits and manage their ow^n central banking ; and 
finally the quite silly grants showered on groups of Dutch banks 
whicli already have a pk'thora of funds. Much of this assistance 
is not merely wasteful ; it positively checks the growth of local 
deposits and the willingness to borrow. 

Jjct it not be supposed for a moment that Mr. Wolff is a 
narrow individualist. He recognises the need for State help 
of a certain kind— in particular the need of instruction, frequently 
also of assistance in inspection, and occasionally of initial grants 
in exceptional cases, as in the poor congested areas of Ireland 
or in some of the Slav districts of Austria’ and .Russia, or in 
British India, with its backward }X)pulation. The recent develop- 
ments in Hungary and hidia constitute j)orhaps the most impor- 
tant new matt(‘r in the book. Jn Hungary the leading figure has 
been Count Karolyi, th(i founder of the National Central Credit 
Institution, for which tin', bulk of the money is provided by a 
number of territorial magnates. This is not full co-operation, but, 
as Mr. Wolff' justly remarks : “Hungary is a backward country, 
and probably no other scheme would have proved effective at the 
tinnC’ (p. 248). In India, State aid in the sense of careful 
organisation by the Registrars has also been necessary ; but one 
reads with pride in Chapter XVfT. (pp. 514-544), on India, how 
well the officials have adapted credit banks to the needs of their 
particular districts, how they have made the repayment of loans 
independent of the tax-collector, and have begun to entice into the 
banks some of th(5 famed hidden hoards of native India. It would 
stjein, indeed, that Englishmen can administer other countries 
better than their own. We cquipf)ed South America with electric 
services, while pur own municipalities clung to horses and gas. 
We have pioneered co-operation over India, while neglecting 
our own countryside and hindering our organisers with Treasury 
red tape and official misrepresentation in Parliament. 

But, it may be objected, has the author really proved that 
England is in need of this co-operative credit? He has, fully 
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and indubitably. He shows how the amalgamation of banks in 
the United Kingdom is in danger of starving small provincial 
men— and only ingenious evolutionists imagine that the small 
man has no place in modern industry — how Scotch cash credit, 
personal credit with non-co-operative management, made in- 
dustrial Sc‘{)tland, and how its loss may help to unmake it. He 
indicates, too, in agriculture how small holdings, if they are given 
a decent chance and a favourable environment, n^pay landlords 
by bettfT Hints and the nation by finer men. “There ij,” he 
WTites (p. Cri), “scarcely an agent who does not admit that in 
these trying times small farms and small holdings pay out and 
out best.” And to the agricultural expert we w^ould ourselves 
remark : While prizing as before the stock of our wealthy 
graziers, would you not be wdse to attach also just a little valui' 
to the cHiation of a sturdy j)easantry? But if small holdings, not 
merely the statutory holdings of the Hicent Act, but the much 
more numerous, siiontaneous holdings scattered over the country, 
are to succeed, they must have amph^ facilities for legitimate 
cHidit. The joint-stock banks seem to think this kind of business 
too much trouble, although they ar(‘- probably willing to co-operahj 
with local village banks. Credit wdth dealers (not so much in Eng- 
latul with professional usurers as wdth firms in the ordinary course 
of busiiu^ss) is ex})ensive and demoralising to the recipients. Why 
not, thercd’ore, give the co-operative village bank a decent intelli- 
gent trial? It is uniformly successful abroad, when administered 
on a business-like footing. Englishmen in other lands have 
proved its us(‘, for the inhabitants there. May we suggest that 
English re-aders of this book can pay Mr. Wolff no greater tributes 
than studying it with a view to helping forward the establishment 
of co-operative banks in their own district, no matter whether the 
district be urban or rural. 

Both English and foreign students have written about 
co-operative ciedit. It will be found in general that where these 
works, in whatever language, differ from that of Mr. Wolff, the 
latter is the more correct. C. K. Fay 

Le societa di mutuo soccorso, Ulisse Gobbi. 2nd Edition. 

(Milano. 1909.) 

The second edition of this work was welcomed by the studious 
publi(f with lively satisfaction. The book offers, co-ordinated in a 
synthesis oi rare profundity and lucidity, the results of the expert 
knowledge of the author on a subject of great impor^nce to 
modern economic and social life. 

No. 78. — VOL. XX. Tj 



2B2 THE BCOI^OMIC JOT3BBAL [JUBB 

The author considers in the first chapter the economic 9 har- 
acteristics of mutual aid societies (society di mutuo soccorso), and 
seeks above all to define them exactly in relation to their funda- 
mental functions, assurance and co-operation, by illustrating 
elaborate', ly theur work in each of these directions in the light of 
the theoretical principles regulating undertakings of the two tyjx^s. 
There follows an exhaustive analysis of the legal nature of the 
Italian mutual societies (sodalizi mutualistici) , the various groups 
of which are reviewed in detail : societies founded under the law 
of April 15th, 1886, or having received recognition by royal decree 
(not more than 23*7 per cent, of the whole — i.e., 1,500 out of 
6,535); mutual aid societies founded as mutual assurance asso- 
ciations ; mutual aid societies founded as co-operative companies 
(societa anonime co-operative) ; mutual aid societies recognised as 
benevolent institutions ; mutual aid societies not legally consti- 
tuted. An examination of the various classes to which the author 
thus reduces the great multiplicity of types belonging to this 
spc'nies of institution leads up to a skilful treatment of the great 
variety of problems, as often legal as economic, whicii are con- 
nected with their oi’ganisation and work. Points which secern to 
us important are, amongst others, the exposition of the character 
of societies recognised as such, within the meaning of Section 
1637 of the Civil Code ; the observations respecting the practical 
advantages of the various kinds of institutions in particular cases, 
and those relative to the legal position of benefit institutions 
(casse di soccojso) or provident funds (fondi di previdenza), re- 
staiibling in so many res 2 )octs the mutual aid societies. 

Prom this extensive analysis there appear at once the omissions 
and defects in Italian legislation on the subject and the need for 
amendment. “The law of 1886, although most liberal, is never- 
theless rtigarded with mistrust by the working classes, whilst 
others wdio would readily accept it, such as employees and clerks, 
cannot take advantage of it. Eecognition by royal decree is 
nothing but a licence granted by the public administration, and 
the rareness of the cases in which such recognition has been 
procured suffices to show how it fails to meet general exigencies. 
The other forms of legal constitution can only be adapted with 
difficulty to the needs of mutual aid societies, whilst sometimes, 
according to authoritative opinions, it would not even be possible 
t6 adopt them. To exist without being legally constituted, v^hich 
is the course resorted to by the majority of societies, is not un- 
attended by inconveniences and in many cases even serious risks,” 
The author accordingly recommends reform with the object of 
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preparing mutual aid societies to act as organs for compulsory 
assurance against sickness; he expounds the principles of this 
reform, and enters upon a succinct comparative examination of 
the French, English, Swiss, German, and Austrian arrangements 
in this matter. 

After havin*g, in two further chapters, exhausted the legal 
pai*t of the subject with an examination of the various systems 
and the numerous problems, both practical and theoretical, arising 
from the constitution, organisation, and administration of mutual 
aid societies. Signor Gobbi enters into a field of more specially 
economic interest, and proceeds to discuss the financial arrange- 
ments of such bodies and to make a very clever inquiry into the 
elements of the cost of each class of benefit and charge. The 
technical and book-keeping principles derived from these con- 
siderations ai-e co-ordinated step by step into a logical and har- 
monious whole, giving rise to the conception of a model society 
deduced from the experience of unsystematic attempts, and based 
upon a rigorously mathematical and scientific system. 

The last chapter brings us to the evolution to which mutual 
benefit systems (mutualismo) are subject at the present time, to 
the points of contact with the numerous institutions and under- 
takings of a different type, which aim at the moral and material 
improvement of the working classes. 

If account is taken of the objects of mutual aid societies, it 
is clear that they are affected by benevolent institutions, by 
savings banks, and by other assurance institutions having a 
similar end in view. Considered as organisations for the benefit 
especially of the working classes, they come into contact with 
other forms of co-operation and with associations for the protec- 
tion, of trade interests. The author illustrates with great abund- 
ance of original observations the nature and scope of the relations 
of every kind which thus enter in as connecting tendencies, and 
he shows how it would be possible for a more rational organisa- 
tion of such undertakings, promoted and favoured by a prudent 
intervention of the law, to augment, in the interests of collective 
institutions, the material and moral return obtained by efforts, 
now in part badly distributed and divergent. The foreign reader 
will appreciate especially these very pleasing conclusions — theories 
the application of which transcends the scope of problems relating 
to Italian mutualismo in particular, but which enhance the import- 
ance of a book, valuable for the practical information it contains, 
and at the same time truly remarkable for the nobility of its 
scientific purpose. G. Prato 

V 2 



NOTES AND MEMOEANDA 


Applications of ]'*robabilities to Economics 

Probability, in that general sense in which it has been called 
the guide oi‘ life, is of wider application to Political Economy than 
dogmatic theorists imagine. Of this extensive field one corner 
only is here explored, namely, that species of Probability which 
is amenable to methematical theory. The calculus of Proba- 
bilities and the principles of Economics may seem, indeed, quite 
distinct branches of knowledge. Yet 1 subinit that they have a 
root in common. The theory of Probabilities tends to Economics, 
as to other sciences, certain preinissi's which an; evidenced, 
neither by pure intuition, nor by formal induction, but by general 
impressions, and what may be called mathematical common 
sense. Of this character is “the assumption that any probability- 
constant about which we know nothing in particular is as likely 
to have one value as another an assumption made by Laplace 
and endorsed by Pearson.^ This so-called d priori probability is 
employed in the theory of measurement, not only with respect 
to probability-constants, but also for the determination of other 
kinds of constants. The coefficients which characterise curves 
and surfaces and analytical functions corresponding to these 

f iometrical forms, are presumed, in the absence of evidence to 
e contrary, not to have extreme values, not to be enormously 
great or indefinitely small. For where the possible values range 
over a certain tract with some approach to equality of distribu- 
tion, it may be presumed that they do not often occur at the 
limits of that tract. The curves with which we have to deal ip 
practice do not abound in singularities. The increment of a 
function corresponding to an increment of the independent vari- 
able' is not commonly immense. There usually holds good, or is’ 
tenable as a working hypothesis, the fundamental principle that 
of interdependent variable quantities an increment of one is at- 
^ Pearson, Orammar of Science, Second Edition, p, 146. 
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tended with a (simply) ‘ proportional increment of the other; 
throughout a tract of sensible extent.^ 

“Commonly ” and “usually** may seem strange terms to occur 
in a mathematical proposition. But I submit that the conception 
is required by mathematicians. Thus Hamilton, in explaining the 
definition of “differentials** (with reference to his own original 
calculus) has to employ the phrase “in all ordinary cases." ^ The 
following is a typical extract from Laplace.^ It relates to the 
problem of correcting an “clement [quantity under moasure- 
rnent] already approximately determined, by means of numerous 
observations each of which represents, or purports to be equal 
to, a knowm function of the element. 

“ If we substitute in that function instead of the element its 
[known] approximate value plus the correction [called] z; then 
develop the function in ascending powers of and neglect the 
square of z [and higher powers thereof] , the function will assume 
the form h + pz [where h and p are constants].” 

Now, of course, it may happen that tlie coefficient p is 
enormously great, and so the proposed simplification wdll not bo 
available. Laplace, however, in the above cited and many 
other j)assages, tacitly assumes that this will not happen. 

The sort of continuity which must be postulated for practical 
purposes is not of exactly the ideal continuity about the definition 
of which matheinaticiaus dispute. A broken line, or succession 
of dots, may often be treated as if continuous. In Probabilities 
curves of “error,” or “facility,** arc to bo conceived, 1 hold, as 
series of discrete points. In Physics the received molecular 
theory seems to require a similar conce})tion. Thus Clerk 
Maxwell, with reference to Atoms : — 

“The principle of continuity, which is the basis of the method 
of fluxions and the whole of modern mathematics, may be applied 
to the analysis of problems connected with material bodies by assum- 
ing them, for the purpose of this analysis, to be homogeneous. . . . 
Thus if a railway contractor has to make a tunnel through a hill 
of gravel, and if one cubic yard of gravel is so like another cubic 

1 Boyond a certain tract— a certain amount of change in one of the quantities, 
considered as the independent variable— it may be expected that the ^proportion 
, itself changes, yet not per zaltum ; it being assumed, when nothing is known to the 
dPt/ dy 

contrary, that as well as is not immense. In short the Taylorian expansion 

in ascending powers is presumed to hold good for two or three terms at least. 
Much use will be made of this presumption in the sequel of this paper, 

- Quaternions^ Joly’s edition, Vol. I. , p. 432. 

• Th^orie Analytique des ProhahiliHeSy Liv. II. , oh. IV. , §20. 

< Bo I freely translate “ en r^duisant en s^rie par rapport h 
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.yard that for the purposes of the contract they may be taken as 
equivalent, then in estimating the work required to remove the 
gravel from the tunnel he may, without fear of error, make his 
calculations as if the gravel was a continuous substance. But if 
a worm has to make his way through the gravel, it makes the 
gieatest difference to him whether he tries to push right against 
a piece of gravel, or direct his course through one of the intervals 
between the pieces; to him, therefore, the gravel is by no means a 
homogeneous and continuous substance.”^ 

I cannot pretend to give an adequate exposition of the philo- 
sophy which underlies the science of Mathematical Physics. But 
if there is a part of that mysterious substructure which at all 
corresponds to the description above given, then it cannot be 
considered as paradoxical that a less exact science should rest 
in part upon similarly inexact axioms. 

I submit, therefore, that in Economics we must sometimes 
be content with premisses not better evidenced than thos(‘ which 
have been above attributed to Physics. For example, Professor 
Pigoii, reasoning about the incidence of a differential duty on 
foreign wheat, very properly begins : — “Presuming, as in the 
absence of knowledge is reasonable, that the elasticity of pro- 
duction is the same at home and abroad.”- If any one specially 
conversant with the trade in wheat is able to correct this 
presumption, that does not prove Professor Pigou wrong in 
making it, or in adhering to it until more exact information is 
forthcroming. In this world it is often necessary to act though we 
know only in part. Thus M. Colson, for the important purpose 
of estimating the utility of a “public work,” prescribes that, 
^bdopting a mean value [en moj/enne] , in the absence of more 
exact data, we may evaluate the benefit pcT unit of new traffic,” ® 
by a formula which amounts to this, as I understand. Whereas 
we know^ nothing of a ceri.ain curve, bounding an area which 
is to be measured, except that the curve joins two given points 
and that it slopes continually downwards.^ Under these circum- 
stances we may, for the purpose of the measurement, put for 
the curve the right line joining the given points.^ Of course this 

* Article on Atoms, EncycJopjrdia Britannica, ed. 9, Vol. III., p. 38. 

® Cp Economic Journal, Vol. XIX., p. 105. 

“ CoUrs (V iico^iotnie Politiqve, Liv. VI., p. 203. ^ 

* By which condition an indefinitely largo divergence of the curve from ths line is 
^eluded. 

® In Professor Marshall’s construction — more familiar to English readers than M. 
Oolson’sfep. Economic Journal, Vol. XIX. (1810), p. 58)— the sought measure is the 
mixtilinoar figure bounded by the horizontal line representing the increase of traffic, 
the vertical line representing the decrease of price and the demand curve ; the area 



1910] APPLICATIONS OF PBOBABILITIES TO ECONOMICS 287 

kind of d priori presumption is liable to be superseded by specific 
evidence as to the shape of the curve ; for instance, if there were 
sometimes ground for supposing it to be convex, as was, in fact, 
suggested by M. Colson’s distinguished predecessor, Dupuit.^ 
There is required, I think, in a case of this sort, in order to 
override the A priori probability, either very definite specific 
evidence, or the consensus of high authorities. 

Another application of A priori Probabilities to economic 
curves is made by M. Colson with reference to the probability 
of neutral equilibrium between demand and supply ; the supposi* 
tion that the equation of demand and supply “might be equally 
satisfied by every numcrkial rate which could be supposed,** in the 
phrase of J. S. Mill. Mill has entertained this conception in 
that central part of his chaj)ter on International Value which 
has se(mied to many the least satisfactory part of the chapter and 
of the whole work.^ Of this sort of neutral equilibrium M. 
Colson says®: — 

A coincidence such that two functions should preserve the same 
value, for all values of the variable extending over an interval not 
indefinitely small presents a degree of improbability which is equiva- 
lent to a mathematical impossibility.” 

Another example of A priori probability is the presumption, 
in the absence of evidence to the contrary, that demand (and 
supply) curves will not be of an extreme and limiting form — not 
very rigid or very inelastic. Unfortified by a general pre- 
sumption of this sort, we are apt too easily to lot pass arguments 
which take for granted that the demand for some article under 
corisidc'ration, for instance, house-accommodation, is perfectly 
inelastic. 

^Thc issue whether an economic curve slopes rapidly or gently 
is distinct from the question at what degree of minuteness 
the continuity of the curve breaks down ; what is the 
minimum divisible of currency, the minimum vendibile of 

PEA in Professor Marshall's fig. 10, Principles of Economics^ Book III., ch. VI., §3, 
ed. 4) corresponding to an increase of output from OM to OH; nn area like 
BB'Vjj in the diagram representing M, Colson's conception in the review just now 
mentioned. 

1 Annales des Fonts et ChaussSes, 1844, Vol. 2, p. 367. 

3 It is criticised by Professor Marshall in his unpublished papers on Foreign 
Trade (the papers referred to in the Preface to his Principles), by Professor Basteblp in 
his International Trade, p. 11, ed. 3, and by the present writer in the Economio 
Journal, Vol. IV. (1894), p. 611. 

^ Cours d'J^conomie Politique, Liv. I., p. 1, with reference to the supply of and 
demand for work : not referring particularly to Mill. 

* See on this point Economic Journal, Vol. X., pp. 187-9, and Vol. XX., p. 244 
(the present number). 
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.commodity. Thus the question whether there would be a 
great increase in the consumption of alcoholic liquors, if the 
heavy taxes now imposed on them were removed, is not much 
affected by the circumstance that the retail price of a pot of 
beer can only decrease (say) by a halfpenny at a time. Thai 
comparatively trifling circumstance may often be abstracted by 
the theoretical economist. He cannot always be adjusting his 
speculative instruments to the two scales of magnitude distin- 
guished in Maxwell’s parable of the gravel hill. He may 
permissibly d(‘vote himself to the difficult calculations proper to 
the contractor, while he leaves to his critics the easy task of 
making allowances for the idiosyncrasies of the worm. 

Referring for further observations on a priori T^robability to 
former ))ublications,^ I now go on to consider more closely two 
examples —or sc'ts of examples — the first already introduced to 
readers of the Economic Journal, the second new. 

I. For the purpose of securing attention to the obscure subject 
of this study, it happens, fortunately, that the subject bears 
upon Profcissor Seligman’s deservedly popular treatise on 
Shifting and Incidence of Taxation, Many of the criticisms with 
which Professor Seligman has honoured my ol>s('rva,tions on tlu^ 
theory of taxation in a regime of mono])oly, turn upon the ques- 
tion whether the assumptions above described arc legii.iniate. 

The suggested difficulties about iny use of the term “in 
general,” as applicable to the case of continuity, and of 
“friction” in the contrary casc,^ may, I hope, be removed — or 
at least reduced to questions of terminology — by the explanation 
above given, (kmtinuity of the rough sort whieh characterises 
curves in Physics and Probabilities, may bo properly, or at least 
intelligibly, described as “general” in Economics, affording as 
it does a first approximation beyond which it is frequently un- 
necessary to proceed. 

Professor Seligman still continues (in his third edition) to ask ; 

“Is it fair to assume that a small change of price is ‘more 
general ’ than a great one? And would Professor Edgeworth’s 
elaborate formulae all hold good if the change of price were sub- 
stantial ? “ ® 

To which I reply, as I have already replied (to the second 
edition) : — 

“Certainly, the formulae hold good for substantial changes of 

1 See Economic Journal, Vol. XVII., p. 227, and references there given. 

2 Shifting and Incidence, third edition, p. 345. 

^ Shifting and Incidence, third edition, p. 846 ; second edition, p, 276. 
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price as long as the conditions of a maximum continue to be fulfilled, 
that is, presumably for some finite distance. . . . Because the mathe- 
matical investigation advances by tentative steps it is not precluded 
from going in the direction of the rise of price as far as any other 
method [can go safely].”^ 

Cournot’s method of short steps is the only (tolerably) safe one ; 
Professor Seligman’s giant steps over the space of a qiiarter of a 
dollar in his favourite illustration,^ may terminate in a precipice. 
It is true that not even Cournot’s method is perfectly sa^'e. Pure 
Mathematics — exclusive of applied Probabilities — can only guar- 
antee the safety of a single step; or not even that in case of 
a singularity occurring at the point (of the demand curve) with 
which we are concerned. In order to obtain a practical conclu- 
sion the Calculus of Probabilities must be grafted on the Differ- 
ential Calculus,^ as I have elsewhere explained. 

Had Professor Soligman entertained the, I think, received 
assumptions as to the curves employed in applied Mathematics, 
he would have prevented some misunderstanding of his doctrine 
as to the relation of C3lasticity to taxation in a regime of 
monopoly. Professor Seligman had said (in his first edition) : — 

“The greater the elasticity of demand the more favourable — 
other things being equal — will be the position of the consumer.” ^ 
^riiis proposition I very naturally understood to imply that if 
in the long run of general practice wc could distinguish those 
casc5s in which the elasticity of the demand curve was particularly 
great, we should find that the liability of the consumer to suffer 
by taxation (in a regime of monopoly) wa^s particularly small. 
I not only disjiuted this thesis, but the method of proving it, 
which seemed to me to consist in the observation of examples 
not taken at random, but selected as having an attribute favour- 
able to the thesis.^ It was Voltaire, I think, who said that you 
could kill a flock of sheep with incantations — if accompanied by 
arsenic. Now it seemed to me that J^rofessor Seligman, while 
professing to observe the effects of “incantations,” had taken 
care that “arsenic” should be present in each instance. But on 
considering his amplified statement (in the third edition) I am 
led to believe that I was mistaken; that he meant “arsenic” all 
the time — though he said “incantation.” I surmise that, instead 

1 Economic Journal, Vol. IX. (1899), pp. 308, 309, and context. 

Cited below, p. 292. 

Economic Journal, Vol. XVIII. (1908), p. 899. 

^ Shifting and IftcidencCf ed. 1, p. 191 ; quoted by me in the Economic 
Journal, Vol. IX., p. 303 ; amplified by the author in his third edition, p. 346, 

® Economic Journal ( loc . cit ), p. 804, 
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of the false thesis above cited, there was intended the true 
thesis which is obtained by substituting in that statement for 
“elasticity of demand,” increment of that elasticity. Or rather 
we ought to put as that quantity of which the thesis affirms that 
the greater the said quantity the more favourable will be the 
position of the consumer, the following, or some equivalent co- 
efficient; the increment, with the increase of price, of the decre- 
ment-of-demand-corresponding-to-increment-of-price.^ For there 
now comes into view a distinction which might be safely 
ignored so long as wc were concerned only with a single point 
on the demand curve (a point which might, however, be treated 
as representative of the neighbouring tract, in virtue of the prin- 
ciple just now explained). The distinction which now arises is 
between elasticity in the proper sense of the term as defined 
by Professor Marshall,^ and elasticity in a popular sense, pre- 
sumably the coefficient above defined; or more simply, the slope 
of the demand curve. The complications connected with the 
use of elasticity proper were evaded in my former paper as tliey 
will be in the present paper, by the device of, (in effect) taking 
as the unit of commodity and price respectively the values which 
render the monopolist’s revenue a maximum. For the slope 
and the elasticity of the curve then coincide. But when we 
pass from the attribute itself to the increment thereof, a choice 
between the two meanings must bo made. There can be little 


^ Tho phrase made up of words connected by hyphens is used to denote the 
positive quantity [ - F'{p)]^ if with Cournot wo put F{p) to denote the amount 
demanded at tho price p. We might, of course, equally well— pace Professor 
Seligraan— designate this coefficient as tho incremont-of-demand-corresponding-to- 
docrement-of-price. The increment of this coefficient with the increment of price is 
the greater the smaller that F”{p) is ; since by an increment of price, Ap, [ - P'(p)] 
becomes [- F'{p) - ApF'*{p)]. But the smaller that F"{p) is tho less (other things, 
and in particular F'{p)f being the same) is the increase of price due to a small incre*ase 
of cost of production or taxation, say t per unit of commodity. For by Cournot’s 

theory {Principes MatMmaiiqueSy ch. V., § 31) that increase is t 


which may bo written t j 


where tho denominator is necessarily 


2l-F{f)]-pF'(p)* 

positive. Tho smaller that F"(p) is, the greater is the denominator of the above 
fraction ; and, therefore, the smaller the fraction itself, tho less the rise of price in 
consequence of tho tax ; in accordance with the thesis enunciated in the text. 
(It may bo well to warn the reader that “ smaller," as here applied to F'(p), means 
that this quantity is less, account being taken of its sign. When, as frequently, 
F"(p) is negative, its value is less the greater its absolute quantity is— as a man 
is poorer, the greater his debt is.) t 

Prmciples of Economics y Book III., ch. IV. Compare Palgrave’s Dictionary; 
article on “ Elasticity " (by the present writer). 

» See Economic Journal, Vol. IX., p. 291, and below, p. 301 note. In the sequel 
WQ shall have to do with cases in which the elasticity proper is (at assigned points) 
the same for demand ourves with different slopes. 
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doubt, I think, but that our author would choose the popular 
sense. An intelligible and true meaning can thus be assigned 
to his statements : 

“ Demand is said to be more elastic when each successive increase 
of price leads to a greater falling off in demand.” ^ 

‘‘ After the point of maximum monopoly rev(uuic nas been reached, 
the more elastic the demand the smaller will be the pro [portion of 
the tax that he [the monopolist] is apt to shift to the consumer.” ^ 

It will be apparent that it is impossible even to enunciate the 
writer’s thesis without the use of the methods which he 
contemns. The above interpretation is put forward with diffi- 
dence as it is perfectly consistent with the sort of continuous- 
ness which I have all along postulated for demand curves. 
Professor Seligman seems to call for a “Deus ex machina” 
where no “dignus vindice nodus” occurs, if my interpretation 
of his thesis is correct. Bui the absence from his view of the 
matter of those conceptions and pn^sumptions which are the 
subject of this paper is, I fear, fatal to our mutual under- 
standing.^ 

I take to myself blame for the misunderstanding that has 
occurred, so far as it may have been aggravated by my neglecting 
to point out the distinction between increment of slope and 
increment of elasticity proper. But we are not now concerned 
with ordinary negligence. Such human error is to the defect 
wdiich we arc now considering as ordinary mistakes in spelling 
arc to those which arc perpetrated by a type-writing machine. 
The latter exhibit a want of that minimum of orthography which 
is common to articulate men. A similar absence of conceptions 
and presumptions present to the general mind seems to be 
evinced by our author’s persistent use of a certain demand- 

^ Shifting and Incidence^ third edition, p. 846. 

2 hoc. cit.f p. 845 ; more explicit than the corresponding passages in tho second 
edition (p. 277). 

^ The following quotation, with tho comment thereon, may illustrate our mutual 
inaccessibility. “ My assumption,” says Professor Seligman, “ is that of a demand 
which becomes more or less elastic after the point of maximum monopoly revenue 
has been reached. Professor Edgeworth’s assumption is that of a demand which is 
more or less elastic from tho outset, before, as well as after this point.” ^ Upon 
which I remark : (1) I can accept the assumption which Professor Seligman takes to 
himself if, as is natural to interpret, it involves no more than tho usual presumptions 

that the slope of a curve and the increment to the slope ^say . and whore 

p is the price and ic the quantity demanded at the price) both vary gradually. And 
(2) I cannot accept the assumption attributed to myself if, as is natural to interpret, 
it involves something more than those usual presumptions. 

' Shifting and hicidmce, p. 347. Note par. 1. 
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schedule, with wide intervals between the entries. I once more 
reproduce in a variant form this scheme of data.‘ 


Pbopbssor Skligman’s Data. 


Price in $ 

4 

6 


54 

6| 

6 

Amount demanded. 

1200 

1000 

900 

825 

750 

700 

Gross receipts 

4800 

6000 

4726 

4537*5 

4312*5 

4200 

Net receipts A 

2400 

3000 

2926 

2887*6 

2812*6 

2800 

Net receipts B 

2100 

2760 

2700 

2681*25 

2625 

2625 


Net receipts A are based on a cost of two dollars per unit of product, without tax. 
Net receipts B are based on the same cost, together with a tax of a quarter of 
a dollar per unit of product. 


Now if it is merely meant that the transaction is of such a 
kind that differences of price less than a quarter of a dollar can- 
not be taken into account, cadit queesiio. I have fully admitted 
that reasoning based on ordinary degrees of continuity does not 
apply to this particular case.^ If my critic meant no more than 
this, he wnuld hardly have repeated (in his new edition) his 
schedules and arguments. It is incredible, too, that he should 
regard an exception of this kind as a refutation of Cournot's 
theory of taxation in a regime of monopoly. One might as well 
pretend to have damag(id the Eicardian theory of taxation in 
a regime of competition by adducing the well-known little fact 
that, in the words of a distinguished Chancellor of the Ex- 
chequer,'^ a very small additional duty “caT) hardly fall on the 
individual consumer of a glass of spirits or a pot of be(T.’* 
Besides, if this had been our author’s moaning, why keep to 
such wide intervals of price as a quarter of a dollar? 

Upon whatever principle constructed, this schedule may be 
likened to a net with meshes so wide as to lose half the catch. 
To remedy this defect w’o might fill up the vacant spaces with a 
finer reticulation. This will be effected if we put a continuous 
curve through six })oints representing the specified amounts of 
commodity corresponding to the several prices ; an appropriate 
form being assigned to the curve, and the constants being then 
calculated from the data. Or, as it is rather a troublesome 
matter to construct such a curve it must suffice to construct 

' See Shifting and Incidence, third od., pp. 343, 344 ; second ed., pp. 276, 276 ; and 
compare Economic Journal, Vol, IX., pp. 307, 308. 

® hoc. cit, p. 307. Vernon Harcourt, Budget Speech, 1894. 

^ I had made some progress in constructing a rational integer function of the 
fifth degree passing through six points representing Professor Seligman’s data, by 
Lagrange’s method of interpolation, when I saw reason for apprehending that, though 
the data are quite fair and typical of a demand curve, the curve thus constructed 
might not fulfil the main condition of a demand curve, that its slope should bo 
continually negative. The incident illustrates the necessity of choosing a proper 
form for a function— as Professor Pearson advises — ^before going on to calculate the 
coefficients. 
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a continuous curve complying with the parts of the data which 
are essential to the argument. 

Here is a particularly simple curve of the sort : — 

where x denotes the quantity of commodity demauded at any 
price y. Here, in accordance with the data, x ^1000 when y = 5; 
and a? =900 when y-^i- Also xy is, as it ought to be, a 
maximum when y = 5 ; as is proved by general reasoning,^ and may 
be verified by actually trying values of y in the neighbourhood 
of 5, e,g,, 4*9 and 51. 

Now let us suppose, with Professor Religrran,^ that the cost 
of production — the tax imposed by the nature of things — is $2 
per unit of commodity. The quantity to be maximised by the 
monopolist is then x(y~2). And we cannot suppose with Pro- 
fessor Seligman that tl\c price continues to be $5 ; unless, 
indeed, it is postulated — a postulate surely not of general validity 
and oiKi to which Professor Seligman has not called special 
attention — that the monopolist cannot charge a price intermediate 
between a dollar and a quarter of a dollar. If the formula which 
we have assigned for the demand curve were perfectly exact, the 
phenomenon perfectly continuous, the price would now theoreti- 
cally be 5*1439 (nearly) ; that being the value of y which renders 
the above expression a maximum.'* The actual price will be an 
approximation to this ideal limit. If the price can be graduated 
to a cent, the monopolist will charge, in addition to the original 
5 dollars, 14 or 15 cents; whichever of the two makes the net 
proceeds greater.^ If, in addition to nature’s tax of 2 dollars per 
piece (for cost of production), there is imposed an ordinary tax 
of a quarter-dollar ptT piece, the principle is just the same. We 
'Have now to find y so that x(y - 2J) should be a maximum. The^ 
value of y which fulfils this condition is found to be 

1 When y=5, Aa;?/ =0, while 

dy'’ dy- 

^ hoc. cit . , p. 343, 

Loc. cit. “He will always prefer the price $5.” Compare the “net receipts 
A ” in our Table, embodying Professor Seligman’s data. 

^ We have now to determine y the equation : 

|.(y - 2)(1000 + 200 ^En,)=0. 

Whence : 

1000 f 200V^rj; ^^{y-2)=0. 

xJbi-y 

Reducing, we obtain a quadratic equation of which the only available root (the other 
root being negative) is 6 14389 . . . 

^ The integer preferred is not necessarily the one nearest to the theoretical price. 
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5*1583. . Accordingly, the monopolist will charge addi- 
tional 15 or 16 cents, whichever makes the net proceeds greater 
(no doubt here the latter). 

If half-dimes are the low(^st admissible denomination, he will 
charge either 5 dollars and 3 half-dimes, or 5 dollars and 

4 half-dimes; if dimes are the lowest denomination, either 

5 dollars and 1 dime or 5 dollars and 2 dimes ; if quarter- 
dollars are the lowest admissible denomination, the monopolist 
will charge either 5 dollars, or 5 dollars and 1 quarter-dollar 
— in each case adopting that alternative which makes the net 
proceeds a maximum. The last case might be designated by 
the proposition for which Professor Seligman contends, 
namely, that “the monopolist will continue to find his greatest 
profit in continuing to charge the original price ; if we could 
suppose that an able controversialist in a considered rejoinder 
would j'(‘, affirm as decisive in his own favour a proposition under- 
stood by himsedf and intended to be interpreted in exactly that 
qualified sense in wffiich it had been explicitly affirmed by the 
other party to the controversy, 

The simple curve which has been adduced is sufficient for 
the purpose of showing the various results of a tax — all compre- 
hendcjd under one simple law — according as different degrees of 
continuity prevail. But the illustration is suitable only for taxes 
of a limited magnitude, as the curve stops short at the price 5J. 
Hero is a more appropriate, though less easily manageable, repre- 
sentation of the proposed law of demand : — 

a; = 842*265 + 246*227 (5*26289 - j/)^ 

Here, as before, when y = 5, x^lOOO (approximately); when 
a; = 900; and xy is a maximum when t/ = 5.^ Moreover 

^ This value is found from a quadratic equation by reasoning of a parity 
that employed in the preceding note. It may bo well to remind the reader that the 
reasoning and conclusion are similar in the case of an (ad valorem) tax on gross 
receipts, ^ as distinguished from a (specific) tax on gross product. Suppose that an 
ad valorem tax of 5 per cent, is imposed on the gross receipts. The amount which the 

monopolist will now seek to maximise is — expression of 

the same form as that which it was proposed to maximise in the case of a speciiio 
tax. 

^ See Economic Journal, p. 307, where, quoting the proposition again quoted here, 

I add “ He will ” [continue to “ charge the original price ”J “ if ho can only alter the 
price per saltum by leaps of J dollar. ... If the monopolist can adopt an inter- 
mediate price between |6 and |6J, I submit that he will tend theoretically to do 
so. , . This proposition is entirely in accord with the explanation which has 
been given by Professor Jannacone (referred to by Professor Seligman) in his 
Questione Controverso,” first published in the Uiforma Sociale, xii. (1902). 

» Wheny=5,f*'=0, 

dx dx‘^ 
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now when y is greater than 6| (as well as less than 6) , a series of 
values of a: are presented not very different from and ocrresponding 
in their general trend to Professor Seligman’s data, and equally 
favourable to his thesis. Thus when the price, i/ = 4, 1 find ^ that 
tlK\ amount demanded, is now = 1108*4 (instead of I'^OO) ; and 
when ^ = 6, a? = 619*8 (instead of 700). Now let us introduce the 
cost of production, $2 per unit piece ; and as before we can prove 
by general reasoning and verify by actual trial that a price inter- 
mediate Ix^tween 6 and SJ— namely, about S lS—affoT-ds the 
maximum monopoly revenue. Additions to the tax may be 
exemplified as before, but now on a larger scale. 

But, indeed, it is not necessary for the purpose of rendering 
our author’s data tvpical to adapt thereto an analytical expression, 
a curve defined by an equation. It suffices to draw with a free 
hand a continuous curve passing through points which repre- 
sent the data as to price and corresponding demand. Or let us 
take the series of points each of which have for abscissa 
(mtiasured on the axis OX) the amount of commodity put 
by the monopolist on the market, and for ordinate that 
amount multiplied by the price at which that amount is 
demand(Kl. Wc may then have a curve in its general shape 
res(unbling that in the accompanying diagram ; which is copied 
from an illustration which I employed in a former paper.'*^ 

B X’ 


X 

A P’ PC 

The revenue which the monopolist seeks to maximise was there 
compared to the height which a prisoner confined in a narrow 
vaulted cell seeks to maximise, namely, the vertical distance 
from the crown of his head to the sole of his foot. That position 
of greatest comfort is defined by the point P, while the floor OX 
is horizontal (in the absence of taxation, including cost of produc- 
tion) . But when (corresponding to the introduction of a tax) the 
floor^is tilted up into the position OX' , then the position of greatest 
comfort recedes from P to P' (the amount put on the market 
diminishes). 

1 With the aid of logarithma. 

* Economic Joubnal, Vol. VIII. (1898), p. 236. 
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I proceed now to enlarge the cell of the prisoner in order to 
illustrate a theorem to which Professor Seligman has not, I 
think, done justice. While he expends labour in proving what 
corner to nothing but the obvious and admitted fact that when 
the law cf demand is sensibly discontinuous, there may occur a 
su8|xmsion pro tanto of the general rule that taxation is attended 
with an increase of price; he passes by slightingly, and fails to 
see the significance of the theorem that, even though the law of 
demand be perfectly continuous, taxation in a regime of monopoly, 
may not only not injure, but actually benefit the monopolist’s 
customers — in the case of articles which are to some extent 
substitutes for each other, such as first-class and third-class 
accommodation on a railway journey. Eevei*ting to the parable 
of the prisoner in the cell, we have now to regard the area bounded 
by the curve AB^BC in the diagram as the section no longer of 
a narrow cell, but of a vaulted curve which extends far into a 
third dimension perpendicular to the plane of the paper. Let 
the reader hold the page before him with its plane perpendicular 
to that of the table ; and let him measure, in a direction from him, 
along a new axis 7, perxjcndicular to the plane of the page and 
parallel to that of the table a length y representing the amount 
of a second commodity, say third-class accommodation. Let the 
amounts of the two commodities (first-class and third-class accom- 
modation) b(^ initially Xo ( = OP) and t/o ; and after the imposition 
of a tax Xi ( = OP') and iji. Then Xj is less than j*o- But what about 
yP? For all w^e know the output of the second quantity also may 
be diminished in consequence of the tax on the first commodity. 
But this is the less probable alternative ; as I have argued from 
an inspection of the symbols employed. ^ In the case of this the 
less probable alternative, the phenomenon now in question, the 
fall of both prices, cannot possibly occur. ^ But in the more prob- 
able case of i/i being greater than t/o (t/a greater than t/i, and so 
on, throughout a tract of sensible magnitude), the concurrent 
fall of prices may quite possibly occur — however ridiculous it 
may appear to careless thinkers who transfer to a regime of 
monopoly the maxims proper to the classical regime of com- 
petition. It all depends on the value of certain coefficients which 
determine the change in prices. The values of these constants 

^ A line parallel to the vertical PB in the diagram may be taken for the axis of 
Zf on which is measured the amount of the monopolist’s net revenue corresponding 
to assigned outputs, x and y, of the two commodities. 

* TeoHapura del Monopolio, Giornale degli Eoonomisti, 1897. 

s If not self-evident, this proposition may be deduced from the formulae {mutaUs 
mutandis) in the Note at the end of this paper. 



1910] APPLICATIONS OP PBOBABILlTIBS TO ECONOMICS 297 


which are favourable to the double event are not, I think, A 
priori, extremely improbable. The conditions which they must 
fulfil * are not excessively exacting. Here is an example which 
does not strike one as specially unlikely. The number of first-class 
passengers (per day, week, or other unit of time) being ®, and the 
number of third-class passengers being y, the fares in pounds 
sterling, pi and p 2 respectively, are connected by the equations : * 

Pi = ■^l[ 5 (loo ooo) “ ^(100,100) “■ 5(200!^)] 

y .13/ y y_‘2f 

^Lao 15 200,000 3()V200, 000/ 5V100,000/J 


The form of these equations is the simplest consistent with (1) 
the hypothesis that the demand for one commodity is diminished 
by the possession and consumption of a certain amount of the 
other commodity, and (2) the presumption that a demand curve 
is not a right line.*^ As the form of the functions presented is 
ordinary so the values of the coefficients do not appear outrL 
And yet a tax on first-class tickets will cause both fares to drop. 

To show this kvt us begin with the simple supposition that 
cost of production (the working expenses assignable to the vary- 
ing numbers of passengers) may be left out of account. Then the 
revenue which the company, acting as a monoi^olist, seeks to 
render a maximum, is Jrpi + J/P 2 - If V and p 2 are connected 
with X and y in the manner supposed, this expression will be a 
maximum, when ir = 100,000 i/ = 200,000; that is, when 
pi~£l , = i £1 ( = 10.9.) ; as is proved by general reasoning,^ and 


^ The conditions are investigated in the Note at the end of this section. For a 
popular statement of the rationale of the phenomenon see Economic Joubnal, 
Vol. VII. (1897), p. 231, and Vol. IX. (1899), p. 288. 

2 The reader may be advised to substitute (as in the final Note below) for — ® . 

^ 100,000 

the new variable x, and for the new variable y. 

^ Unless there occurred the term involving x sqi^red^ the demand curve for a;, 
which represents the amount of x varying with the price thereof while the amount 
of y is kept constant, and the corresponding demand curve for would degrade 
to a right line. 

* Substituting x for and y for and putting 7= 100,000 xpi + 

200,000 y P 2 have for the conditions that V should be a maximum, the two 
(simultaneous) equations ; 



(together with three inequations—relating to the second term of variation). Tht 
two equations (and the three inequations) are satisfied by the system of values x=l, 
y = 1. Whence x = 100,000, ^ =200,000, jpj = 1, J. 

No. 78. — VOL. XX. Y 



298 


THE ECONOMIC JOUENAL 


[JUNE 

may be verified by actual trial ^ of values x and y in the neigh- 
bourhood of 100,000 and 200,000 respectively (corresponding to 
values of pi and in the neighbourhood of £1 and 30^. respec- 
tively). 

Now let a tax of 2^. per ticket be imposed on first-class pas- 
sengers. It will then pay the monopolist company to lower 
first-class fares by about 2|d. and second-class fares by about 
3|d.^ For at those new prices the numbers of passengers will be 
about 96,713 first-class and about 214,518 second-class.® It follows 
that the gross receipts will be diminished by a matter of some 
£150.^ But the net receipts will be greater ; for though £150 
or even £153, has been lost, there has been saved £328 14^., the 
tax which the monopolist would have had to pay on the 3,287 
first-class passcmgers who have dropped out. There is thus a net 
saving of about £175. 

It is no serious objection that the transaction instanced, 
passenger fares, is of a kind which does not admit (like some 
wholesale transactions) of making prices in fractions less than 
the lowest coin in currency ; that a mite (|d.), and even a farthing, 
can hardly figure in j)asscnger fares. In such a case, as above 
fully explained, the monopolist will fix that integer number 
of the lowest available units (say half-pence) — in the neighbour- 
hood of what we called the “theoretical price” — which affords 
the maximum revenue. The degree of fineness to which the 
currency is graduated is a matter of quite secondary interest in 
relation to a theorem of the kind which we are now considering. 

kSo far we have made abstraction of cost of production. But 
it may easily be shown that to take it into account is not fatal 
to tht^ possibility of both prices falling in consequence of a tax. 
Consider any case of the kind hitherto considered — where th^re 
is no cost of production — in which the conditions are favourable 

^ An example occurs in the next paragraph. 

2 These prices were suggested by the values obtained from the generalisation of 
Cournot’s formula for the change of price (and quantity) due to a tax on a 
monopolised article. That formula is but a first approximation to the variation 
that is most advantageous for the monopolist ; and in the case before us, where the 
variation is considerable, proves misleading. A better example would have been 
formed by a lower rate of taxation. For further reference to the example see the 
final Note. 

^ As appears by substituting these values for x and y in the above-written 
expressions for and p^. 

4 96,713 X 237id -f 107,269 x 2 x 116*626d = £199,847 3s. bd . ; less by 
£162 16s. Id. than the gross receipts prior to the change of prices, namely, £200,000. 
But I would not guarantee the accuracy of the last digits in the numbers of the 
passengers after the cliange. It is accurate enough to say that the loss (on the 
gross proceeds) will be about £150. 
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to the occurrence of the double event. In such a case it may be 
presumed, by d priori Probability, that as the tax is increased 
from zero up to some finite amount, say t, the monopolist will 
continue to subtract more and more from both prices. Now 
suppose that a part, say half of t, is not an ordinary tax, but 
that loss of gross receipts which the niggardliness of nature 
imposes, namely, cost of production. The consequence of 
imposing a tax (in the ordinary sense) of ^ t per unit (in 
addition to nature’s tax of J t) will be, under the circumstances, 
to lower both prices.^ 

The improbability of the event in question is, i grant, very 
considerable; but it is not enormous, does not amount to 
practical impossibility. The improbability is not even very con- 
siderable, I think, if the paradoxical characteristic, benefit to 
consumers (in consequence of a tax), is defined so as to 
include, besides the case of both pric(is falling, the case in which, 
though one price rises, the “consumers’ surplus” is not as usual 
impaired, but, on the contrary, increased.^ To securci this result 
only one condition^ — not as before, two— must be fulfilled. If 
Api and Ap2 iire the increments of the respective prices consequent 
on an increment of taxation, it is now postulated — not that both 
Apj and Ap2 should be negative — but only that x'^pi + j/'Apg (where 
x' and p' are the respective outputs — prior to the tax) should be 
negative. 

Th(^. theory in this more general form may seem open to the 
sarcasm which Professor Seligman directs against the primary 
form of the theory : that it “will surely be a grateful boon to the 
perf)lexed and weary secretaries of the treasury and ministers of 
finance throughout the world.” ^ The suggested discrepancy 
common sense and mathematical inference may seem* 
really to be made out when it is inferred that benefit to the 
consumers as a whole is not a very improbable consequence of a 
tax. But the appearance of absurdity is obtained by looking 
only at one aspect of the theory. We have so far confined our- 

^ Compare Economic Journal, Vol. IX. (1899), p. 292 last par. and p. 293. 

2 Professor Seligman’s words (employed in another connection) “the more 
favourable . . . will be the situation of the consumer” (Shifting and Incidence^ 
second edition, p. 191, quoted in the Economic Journal, Vol. IX., p. 308) seem 
well adapted to describe the increase of Consumers’ Surplus ; and I had supposed 
that the words might bear this meaning. But I now find (Shifting and Incidence^ 
third •edition, p. 348) that Professor Seligman repudiates this interpretation ; and I 
apologise for having supposed that he might have entertained an appropriate 
conception. 

^ In the symbols employed in the Note at the end of this section the single 
condition is « 2 («i + #>)<2p(€.j + p). 

* Shifting and Incidence^ third edition, p. 214. 

X 2 
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selves to the case in which the output of the pntaxed commodity 
is increased in consequence of the tax. But, if the alternative 
— quite poKSsible, though d priori less probable — cas(^ occurs, then 
the consumer will be damnified in consequence of the tax to an 
extent beyond what might be supposed. Professor Seligman 
might with almost equal plausibility have suggested as the out- 
come of the tluujry that— whereas it is natural to suppose that 
the displacement of first-class [)assengerB by the tax will swell the 
numbers of the second-class — the theory implies that the accom- 
modation of both kinds will be restricted with, of course, con- 
siderable rise of prices. The “boon” to weary financiers might 
now be represented as the lesson that it is inexpedient to tax the 
more expensive species of a commodity, as the consumption of 
the less expcaisive species wall thereby be restricted to a greatcT 
extent than might be supposed. 

But in truth the boon which the theory confe^rs is not a definite 
rule, but the warning to distrust rules transposed from the 
regime of competition to that of monopoly.^ 

I hope to adduce', under luiad JT., an examph' of r) priori 
Probability more directly applicable to practice'. 

Note. — On the prohahility of a tajr on one of ttno articles which are jpartially 
suhstltutes for each other prodneing a fall in the prices of both articles ; 
in a regime of monopoly. 

Let us begin with the simplest species of correlated demand, that in which 
the relation between the increment of the price of one commodity and the 
increment of tlie amount in hand of the other commodity is uniform : namely 
a constant ratio. This occurs when the total Utility, say U, derived by the 
consumer from assigned amounts, say x and y, of each commodity is of the 
form 

Fd^)+F2(2/)-ra?2/ ; 

where r is a constant, here positive. Then the prices, pgj which the 
amounts x and y will be purchased must be such that U - PiX -p^y is a 
maximum (see Economic Journal, Vol. IX., 1899, p. 290, and Qiornale degli 
Economisti, 1897, there referred to). From this maximum condition are 
obtained the two equations : 

p, =Fi'(ir) -ry, P 2 =F.;(.r) - rx ; 
and the three inequations : 

Fi"(jr)<0, F.f(y)<0, F{{x)¥f(y)>r^, 

Two more equations, and three more inequations, are furnished from the 
condition that the monopolist’s revenue, say V, should be a maximum, namely, 

f=0,f=0; 

ax ay 

dx^ ’ dy^ * dx^ dy^ ^\dxdy) 

^ Even the terms proper to the regime of competition are to be transplanted with 
caution ; and I agree with Professoi Jannaoone (“ Quostione Controverse,” Riforma 
Sociale, Vol. XII.) as to the infelicity of the term Shifting applied to taxation under 
the regime of monopoly. 
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These conditions may be expressed in a more convenient form by putting 

x*i ^7 y=^» where x' and y* are the values of the variables for which the 
X y 

monopolist’s revenue is a maximum. Let p be the price of the first commodity 
when a?' is the unit ; and likewise pg of the second commodity when y' is the 
unit. Let p/ bo the value of p^, pg' of pg, when x — 1, y — 1 ; and let 
VPi'PaP* We may then write the first two equations thus : 

(1) Pi=Pi'Pi(x)-p \/^y]: (2) P2=P2'[f2W-p 

whcrep/fi(x)“Fi'(a!),and fi(x)-p ^y=l, when x = l, y = l, and the like is 

true of the second equation. Now put = ~ Pi'*i» ~ - P 2 ^ 2 » 

have 

(3) €i>0; (4) (5) €ir2>p2. 

To simplify the remaining conditions let us begin with the supposition that 
cost of production need not be taken into account. Then the monopolist’s 
revenue takes the form xp^ + ypg ; and in order that it should be a maximum, 
there must be satisfied by the values x = l, y==l the two equations 

Pi + + y^^2 = 0 , P 2 + y^£^ 4- = 0. 

dx dx dy dx 

Whence _ 

(6) Ir‘i-Py^;=0; (7) 

Let us at first make the simple supposition that pi'=p 2 '— , say, p’ ; the 
investigation pursuing, as it were, a narrow path between two broad tracts of 
possible relations between the two constants. Then conditions (6) and (7) 
reduce to a single equation 1 - f-p = 0 (where f=€i = € 3 ). Substituting in con- 

dition (5) the value thus obtained for e in terms of p , we have 
(l-p)2>p2; l-2p>0; p<i. 

Next, putting, for “P'*»i» "“P^a; we have 

(8) 6)j >0 ; (9) ©2 >0. 

Lastly (since, on the suppositions which have been made, F f Y ’lr=x' reduces 

LdxdyJi/=f/' 

to -p'p) we have (10) ©i©2~4p^(s^y O)>0. 

^ The conditions which have been formulated may be described as general^ 
implied in the construction, whether a rise or a fall of one or of both commodi- 
ties, in consequence of a tax on one of them, may occur. There are still required 
two special conditions in order to secure that the increments of the two prices, 
say Api and Apg, consequent on a small (or “ incipient ”) tax, say r (see as 
to the smallness the text above, and Economic Journal, Vol. XVIII., there 
referred to), on the first commodity should both be negative. These conditions 
are 

^ Ax + ^Ay < 0, ^52 Ax -f -P-^Ay < 0 ; 
dx dy dx dy 

where Ax and Ay are the increments in the amounts of the commodities con- 
sequent on the tax. These increments arc obtainable (by a generalisation of 
Codrnot’s theory respecting the incidence of a tax on a single monopolised 
article) from the simultaneous equations ; 

J ~ ©i Ax - 2pAy — r ; 

\ - 2pAx - © 2 ^y “ 0. 
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^*=-5“*: Ay=+5V 

We have now to substitute these values of Ax and Ay in the two special 
inequations, which may be written 

-^jAx ~pAy<0, 

-pAx -€2Ay<0 

(where Ci=c2=e). Making the substitutions we obtain the two special 
conditions : 

(i) ta)2<2p2. 

(ii) pa)2<€2p; or ft)2<2€. 

These conditions taken with the preceding are not very exacting. If p were 
in the neighbourhood of all the conditions might be satisfied by values of cd, 
and fi)2 in the neighbourhood of unity, which may be considered a probable and 
typical value for such constants. However, p must be supposed at some dis- 
tance below that value being its extreme limit. For example, put p = J. 
Then € = l-p~^. Therefore «»2(by Condition i)<ti“r-^<J. Say 0)2 is ], the 
other special Condition (ii) is then fulfilled. All the general conditions, too, 
will be fulfilled if o), is negative, except Condition (10) ; and in order that Condi- 
tion (10) should be satisfied it suffices that Again, let p = f, 

c — Conditions (i) and (ii) arc satisfied by a>2=J‘ Condition (10) will be 
satisfied if 

It is quite easy to find very simple functions, ^.<7., algebraic integer rational 
expressions (quantics) of the second degree which comply with assigned 
values of the constants p (involvings), and any admissible values of Wj, tog. Put 

Pi=I>'(a,-^,x- yjX^-Zpy) ; 

Pii = P'(<'a - ~ 2px). 

Then if any positive value less than ^ is assigned to p and accordingly a 
value greater than ^ assigned to €, we obtain four linear equations connecting 
the constants with €( = €^ = 62), «2 ; the values of x and y being each unity. 

Also a - — 71 - 2p = 1 , ng -■ iSg ~ 72 ”• 2p = 1 . We have thus six simple equations 
to determine the six coefficients cq, /Sj, 7^, ag, ^g, 72* 

For example, let us suppose that, as in the penultimate paragraph, p = J 
(and accordingly e = 5), tog— and — keeping clear of the limiting value Y — 
to] ^8. These data are embodied in the (compound) law of demand : 

Pi=P'(S+x-5x*-i.v), 

P2=p'®-ly+ii|y“-3x)- -- 

If a small tax is imposed on the first commodity, it will be the interest of the 
monopolist to lower both prices. 

In order that the phenomenon may not only exist but also be of practical 
significance, it ought to hold good for taxes of some magnitude. But the bare 
fulfilment of the necessary conditions will only secure the required eficct for a 
first stop, for a tax that is literally “ incipient ” (cf. above, p. 289, i^ar. 2, and 
reference). For if O ( = tojWg - p‘^) the expression for the denominator in the 
values for Ax and Ay due to a tax, r (per unit of the first commodity), is very 
small, then it may be expected, on the principle of d priori probabilities, that 
in the expansion of V, the monopolist’s revenue considered as a function of x 
and y, in ascending powers of Ax and Ay, the third term of variation 
will soon gain on the second in such wise that the second ceases to be 
as it ought to be, negative. Thus, oven in the example just given, though Q. is 
not very small, namely, x and y have not far to travel from the 

point at which V is a maximum (x— 1, y=l) before the second term of 
variation, viz., 
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' 2p&<*y+Prfy“), 

ceases to be negative for all (indefinitely small) values of dx and dy. In fact, 
the surface V, concave at the point x—l, y=l, very soon becomes convex, 
and soon presents a point at which the distance measured vertically between 
the plane ‘floor and the vaulted ceiling according to the theory (above, p. 296) 
is not, as it ought to be, a maximum, but a minirmum / To verify this incident, 
which is proved by an examination of the third term of the expansion of V, 
I have solved the simultaneous equations : 


Eliminating y, I find a biquadratic equation for x ; of which one root is as it 
ought to be unity. Dividing the biquadratic by x - 1, I obtain a cubic equation, 
of which the onl> available root is 0’9861, corresponding to y = l’06. And 
before this minimum point has been reached, the surface has lost its 
necessary concavity. Accordingly, attending to the relation between r and 
Ax, we cannot reckon upon the effect in question being produced b , a tax as 
high as two per cent. The example in the text (p. 298) is constructed so as to 
avoid this limitation ; being there as largo as 5J, and accordingly (<^2 = ^1 
p=r|), Accordingly, a tax up to a higher percentage will reduce both 

prices. 

By taking the constants properly we can obtain exemplifications of the 
phenomenon on a larger scale. But it may be well to remind the reader that the 
simple form of function which we have chosen is not well adapted to represent 
very great changes of prices. For instance, in the example given in the text we 
cannot, consistently with the conditions that the demand diminishes ceteris 

jyaribus as the price rises, and so suppose that the given 

formulae adequately represent the laws of demand for values of x less than JJ, 
or values of y greater than ; with corresponding limitations of the 
prices. 

Now let us retrace our steps to that point earlier in the investigation at 
which wc took the easy path intermediate between two unexplored tracts 
(above, p. 301, par. 3), characterised by the inequality of the constants pj^ and 
• pgSf If p/ is not equal to pg', let p 2 '=Xp' while p'j still =p'; where X may 
be cither greater or less (but not equal to) unity. Then the expression for 
the monopolist’s revenue becomes (all the other assumptions being retained) 


p'[(fi(x)- W)+J^(f»(y) - Ap)]- 


Proceeding as before wo shall find the same special conditions for the constants, 
viz., 

(i) a)2<2p2->-Cj ; (ii) a)2<2€2. 

Now p will be smaller, the greater the inequality indicated by the constant X. 
For from the Conditions (6) and (7), taken, as before, with (5), we obtain as 

1 


the •superior limit for p, Therefore p is less than or 

according as X is less or greater than unity. In the former case, as from Condi- 
tion (6), fi must be particularly large, from Condition (i) it appears that ©g must 
be extremely small. Thus the less the significance of the untaxed object to the 
consumer and to the monopolist, the less probable is the sort of interaction by 
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which the phenomenon in question is brought about. On the other hand, if X 
is very large— the taxed commodity figuring as relatively very small in the 
expenditure of the consumer and the revenue of the monopolist — ©2 need 
not be improbably small. Rather, the range of values favourable to the 
phenomenon becomes wider. 

Still retracing our steps we come to the point at which we left on one side 
cost of production. First, supposing the law of returns to be constant, we may 
regard the cost as a sort of specific tax. And then it would appear (as sug- 
gested in the text) that the heavier the cost is, the less room there is for a tax 
which will reduce both prices. But it is to be remembered that even a small 
tax on gross receipts may amount to a heavy percentage of net receipts. And 
when the law of increasing or of decreasing returns prevails, and still more when 
there is correlation between the two costs of production, the influence of cost 
may well improve the chances of the phenomenon occurring. 

Lastly, let us retract the assumption which we made at the outset, that 

was a (negative) constant ; and restore the more general supposition that 

dxdy 

this expression is a function of x and y such that negative, and 

also satisfies condition (3). There seems to be no reason for expecting that 
this general case will be less favourable to the phenomenon than the simpler 
case which we have hitherto considered. Rather, the widened range of possi- 
bilities renders more probable each of the opposite extremes (cp. above, p. 300), 
that the consumers should be considerably benefited, or extremely burdened. 

Altogether the phenomenon in question appears to be quite possible, though 
far from probable. 


F. Y. Edgeworth 

(To he continued.) 


The New Old Age Pensions Act in France 

By the Act of April 5th, 1910, the entire question of old age 
pensions for industrial labour, agricultural labour, trade employees, 
domestic service, liberal professions, and such State service as 
had hitherto not been pensioned, has been dealt with. Under it,‘ 
workers are divided into two great categories : wage-earners and 
non- wage-earners. Compulsory insurance is decreed in the case 
of the former, in consequence of their slender resourcics, their 
dependence on a master, and the inadequacy of their moral and 
economic education. The latter, their situation being the inverse of 
that of the former, may be insured if they will. Legislators 
reckoned that compulsory providing was necessary in the case of 
workers who w^ere not earning more than 3,000 fiancs (nearly 
;6120) a year, and who, hitherto, if in pecuniary straits, could claim 
j'elief from the Act for compulsory assistance of July 14th, 1905. 
On the other hand, it was placed within the power of small em- 
ployers, small cultivators, farmers, metayers working usually on 
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their own account unaided, or with only one labourer, and with 
their own families, whether these received wages or not, to insure 
themselves at will. The same provision was applicable to any 
member of their families, to wives and widows, earning no wage, 
of those who came under compulsory or optional insurance, and 
also of wage-ciarners whose earnings amounted to between 3,000 
and 5,000 francs annually. 

It is estimated that out of the French active population of 
20 millions, there will be IIJ millions sharing in compulsory 
insurance and 6 millions in optional insuranctu 

The pension is in principle an old age pension. The Act 
takes account of pensions for other forms of physical disability 
only in exceptional cases. It is applicable only to absolute and 
permanent disability, not to that which is partial and temporary. 

The age entitling to a pension is fixed normally at sixty-five 
years. It may be lowered to fifty-five years at the request of the 
insured party. In that case the pension is liquidated in anticipa- 
tion. 

The pension i^ formed (1) by contributions, compulsory or 
optional, from the insured persons; (2) by contributions from 
employers ; (3) by State subsidies. 

1. (Jorapnlsory contributions from the insured amount to 
9 francs per annum from men, 6 from women, 4.50 francs from 
minors under eighteen years old. Or, if reckoned by the working 
day, 3, 2, and IJ centimes respectively. An equal rate of contri- 
butions is levied from employers. 

The sums from both these sources arc capitalised to form a 
pension, and the grant from the State is added to it. This con- 
sists normally in an annual grant for life of 60 francs. To 
establish a claim to this, the insured claimant must have 
subscribed for at least thirty years, his quota amounting to a 
minimum of 270 francs, in the case of a female to 180 francs. 
This is on the assumption that the individual has not been em- 
ployed under eighteen years of age. If he was employed younger 
the annual contribution is reduced to 4.50 francs. If he has put 
by for under thirty, but for more than fifteen, years, the annual 
life-grant is assessed at 1.50 francs for every annual contribution. 

The Act provides for, all who, in taking advantage of it, are 
already advanced in years when it comes into fidl effect, as 
follows : — Sinc(j, in their case, the contributions of employed and 
employer cannot raise an adequate pension, the Act provides this 
through State grants. In affecting this, the insured are divided 
into four categories, according to age at time of insuring : (1) 
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those aged thirty-five to forty-five receive the life-grant of 60 
francs if they have made all the deposits required for their age, 
and if they have been in receipt of wages during three years before 
the law took effect. (2) Those aged from forty-six to sixty -four 
need only to have paid in a minimum number of deposits, e,g., 
in the case of one aged sixty-four, one single deposit. Now the 
intention of the Act is that the pension shall never be less than 
100 francs a year. Moreover, it admits that, from forty-six to 
sixty-four years of age, the pension supplied by the contributed 
deposits shall be between 38 and 2 francs. Hence it judges that 
the State grant will vary according to age, from 62 francs 
( = 100-88) to 98 ( = 100-2). (3) Those aged from sixty-five to 
sixty-nine^ ye'.ars, as soon as the law comes into force, are classed, 
if they are I'ockoned as indigent, with persons of seventy years of 
age. To these the Act of July 14th, 1910, for compulsory relief 
grants a subsidy. But those so classed obtain only the half of 
the normal grant. (4) Those of seventy years obtain, if reckoned 
as indigent, this relief subsidy. 

The wage-earners’ contributions ar('. deposited by the wage- 
payer out of the wages owed, at ('-ach wage-disbursement . A 
card is given gratis to each person insured, to which the employer 
affixes a stamp represtmting the total contributed by both master 
and man. 

2. Optional Insurance . — Those who thus insure themselves 
have to deposit annually from 9 to 18 francs. Metayers, being 
somewhat in the position of wage-earners, need only deposit 
6 to 9 francs, the proprietor of the soil contributing a similar 
amount. The State grant, instead of being added to the sum 
resulting from the invested deposits, consists of a proportional 
bonus, equal to a third, on each annual deposit. Thus it is 
invested with the deposits, but ceases when the capital has pro- 
duced a pension of 60 francs at the age of sixty-five. 

During the first years under the Act, those optionally insured 
arc subsidised by the State at special rates. Of these the most 
noteworthy is that accruing to agriculturists, artisans, and small 
masters, over forty years of age. These are provided for as 
follows : — The Act assumes that, from his fortieth birthday 
till the law took effect, the State has paid 9 francs annually into 
the account of the person insured. These supposititious contri- 
butions would have produced a pension which the State is prepared 
to make good. 

Grants in case of decease , — If one who is insured dies before 
touching a pension, but after he has contributed three-fifths of 
the requisite deposits, his heirs receive the following grants : — 
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Three or more children under 
sixteen 

Two children under sixteen ... 
One child under sixteen 


Widow without children 



50 francs a month 
for 6 months, i.c., 300 francs. 

50 francs a month 
for 5 months, i.c., 250 francs. 

50 francs a month 
for 4 months, i.e., 200 francs. 

50 francs a month 
for 3 months, i.e,, 150 francs. 


The widows, French by birth, of foreign wage-earners may 
obtain this assistance by becoming naturalised, together with their 
children, in the year of their husband’s decease. 

Special cases. — (a) When the pension, in the course of acquisi- 
tion, exceeds 180 francs, the person insured may at any time, 
and after medical examination, transfer the suiplus capital, either 
into a life insurance, or to the purchase of land or a dwelling, which 
then bc^comes an inalienable homestead. 

(h) No exception is made in the case of foreign wage-earners 
working in Prance, but they only bem^fit by employers’ contribu- 
tions and State grants if international treaties gujirantce to tlio 
French equivalent advantages abroad. The employers’ contribu- 
tions are paid, otherwise, into a reserve fund. 

Insurance Agencies . — The agencies for distributing pensions 
arc the National Bureau for old age pensions, the pensions bureaux 
of firms and of trade unions, bureaux of underwriters in which the 
affiliated heads of firms are mutually dependent, friendly societies, 
societies for mutual aid, and trade unions. The investing of the 
funds at the disposal of the.se agencies is carried out by the deposit 
and consignnK’ut office in a manner regulated by the Act. 

Mutual aid societies arc allowed special indemnities in the 
eveift of their undertaking the banking of subscriptions, the 
administration of funds, and the disbursement of sickness 
insurance. 

Results. —li has been estimated that a pension might 
amount — 

To 414 francs m compulsory insurance at 9 francs a year, with 
a similar amount paid in by the employi'r ; 

To 2J5 francs in optional insurance at 9 francos a year, without 
any contribution from an employer. 

^rjie number of pensions in the first year will only be about 
500,000, but in due lapse of time it will attain to over 2^ millions. 

The charge on the State will bo 138 million francs for the 
first year, and after that on an average 120 millions. 

Maurice Bellom 
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South Wales Coal Tbade 

The new wage agreement continues in force from April 1st, 
1910, until March 31st, 1915, and thenceforth until either party 
gives vO the other three calendar months’ notice terminating the 
same. There are two clauses of general interest. 

(1) That the minimum shall be 35 per cent, when the price 
of large coal is l‘2v. 6d. or below. That when large coal is 145. 
per ton f.o.b., the percentage shall be 50 per cent., and this 
percentage shall continue until the price reaches 145. 9d. ; above 
which point the men may claim advances up to 60 per cent., 
which shall bo the maximum. In going up, 50 per cent, shall 
be equal to 145. 9d. ; in coming down, 50 per cent, shall be 
equal to 145. 

This minimum of 35 per cent, at the equivalent selling price 
of 125. 5(i. per ton is practically on a par with the previous 
minimum of 30 per cent, at II 5 . lOd. per ton. Should coal prices 
at any time fall b(‘low 125. 5(/. per ton, the workmen will have 
the advantage of about 5 per cent, over the; previous minimum. 
Again, if trade remains good and prices keej) well above the 
minimum, the concession to the owners of no wage percentages 
to pay between the prices of 145. and 145. 9d. per ton on the 
selling price of coal will be an inducement to the coal-owners 
to maintain prices about this level. In this case the workmen 
will secure a practical minimum of 50 per cent. It will be 
interesting to w^atch the course of coal prices during the next 
few years, and to trace how far the coal-owners will be able to 
keep the market prices at about this level, which gives them such 
material concessions in wages cost. 

Should the coal-owners succeed in this the workmen would 
suffer a net loss of about 6| per cent, on wages when prices 
ranged between 145. and 145. 9d, per ton ; they would also lose 
the percentages w^hich would accrue to them on every further 
increase in price of coal which would take place, but for the 
deliberate efforts of coal-owners to keep prices down to 145 . to 
145. 9d. per ton. Consumers, of course, would benefit thereby. 

The miners would also benefit in steadier employment, due 
to the increased demand for coal which these lower prices would 
create. But the coal-owners would further benefit in extra profits 
made on an increased output on lower fixed costs. The coal- 
owners, with every prospect of a period of good trade, will thus 
secure material advantages under this clause. 

The other important clause in the agreement provides for an 
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overlapping shift of coal-hewers where required by the owners. 
This clause is a compromise between the original demand of the 
employers for a doubki coal shift and that of the miners for a 
single coal shift as heretofore. The Welsh miners strongly resent 
a double coal shift on the grounds that it would alter their home 
and social life for the worse, increase the dangers of working in 
the fiery Welsh mines, and tend to glut the market with an 
overproduction of coal with consequent lower prices and lower 
wages. One can do no more here than state that these objections 
are all sound and cumulatively decisive against the introduction 
of the double coal-shift system in South Wales. 

It is interesting to note that, for the first time in wage nego- 
tiations in the Welsh coal trade, the miners decided not to ratify 
any wage agreement until it had secured the sanction of a 
majority vote by ballot of the adult miners. This new feature 
is significant of a new spirit which is coming over the work- 
men in labour questions. It is a spirit of unrest with the older 
methods of wage negotiations, and a groping after something 
newer and more drastics as an instrument of wage betterment. 

At th(‘. outset this spirit of discontent gave little promise of a 
settlement. Even when the employers issued their final pro- 
posals as an ultimatum, the Welsh miners were in no mood to 
accept them. They called upon the Miners' Federation of Great 
Britain to put the twentieth rule into operation, i.e., to call out 
all the miners of Great Britain in a sympathetic strike. Such 
a national stoppage of the collieries would have instantly 
paralysed national industry. The M.F.G.B. refused to accede 
to this request. They did so on the grounds that as the owners 
in their final terms made no attack on the minimum standard of 
wagq percentages, the remaining differences were of a local 
character and did not warrant national action ; and as a sectional 
strike would be non-effective, they advised the Welsh miners to 
accept the owners’ terms. Thus the miners, with a bad grace, 
decided by a large majority to accept the said terms. 

But discontent remains strong, and in all probability serious 
disputes will arise in various parts of the coalfield with regard 
to certain wage conditions which are not remedied in the new 
agreement. These are (1) a fixed wage to coal-hewers employed 
in abnormal places, and (2) a minimum wage of ds. 4d. per day 
plus percentages to every datal adult worker in and about the 
mine. Under the first head several thousand skilled miners, 
on average, are paid wages much below the average wages skilled 
miners can earn in a normal workplace. A workplace is 
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abnormal due to physical disturbances in the coal-seam which 
are beyond human control. At present the miner is penalised 
for the vagaries of Nature. He contends that the extra working 
costs involved should bo borne as an item in cost of production, 
, and not bo taken out of the miner in lowered wages. 

This, and the low wages paid adult datal workers, are two 
acute grievances which the M.P.G.B. will seek to settle satis- 
factorily on a national basis, as the grievances prevail in all our 
coallicdds. The next wage crisis which may arise when the next 
wage agrcKanc'.nt in any British coalfield comes to be made, I 
predict, will centre around these two grievances. 

T. I. Mardy Jones 


Report of an Inquiry by the Board of Trade into the Earnings 
and Hours of Labour of Worlqjcoplc of the United Kingdom. 
111., Building and Woodworking Trades in 190G. ((kl. 5086 
of 1910. Price Us. iOd.) 

Tjje group of trad(js with which this volume deals differs in 
many ways from the Textile and C'lothing groups previously dealt 
with. T)i(i numbers employed are wry much larger, espcnnally 
in the case of men, and th(‘ Ihhlding trades alone employ more 
men than any othcT group, agriculture alone excepted, namely 
1,123,118 in till' United Kingdom, and nearly 950,000 in Eng- 
land, according to tlie 1901 census. Of these nearly one million 
are wag(‘-earning mal(;s, the report states — bricklayers, masons, 
and their labourers accounting for one-third, carpenters and 
joiners for another, and painters, decorators, and glaziers for one- 
sixth, and other important groups are plumbers, plasterers,, and 
builders’ labourers. For the other branches the census of 1901 
gives a total of 97,680 engaged on Works of Construction and 
Eoads (other than Buildings) in England and Wales, and 233,000 
in the Woodwork and Furnishing group ; but the latter includes 
some branches with which this inquiry has not dealt. In the 
building trades 5,000 employers made returns embracing 118,652 
workpeople (about 12 per cent, of the wage-earners), composed 
of 101,780 men over twenty years of age, and 16,766 improvers 
and apprentices of all ages, and lads and boys under tw^enty. Of 
these returns the report states: — “Compared with other trades 
for which particulars of earnings have been obtained, the pro- 
portion is low , but this fact does not seriously affect the value of 
the results, since, owing to the standardisation of conditions in 
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the building trades, a relatively small number of returns drawn 
from the town or district is usually found to be fairly representa- 
tive of local conditions; and, moreover, the returns are repre- 
sentative of all parts of the United Kingdom.** 

In the construction of harbours, docks, etc,, returns covered 
10,432 men and 482 boys, of whom 6,378 were excavators and 
labourers; in the sawmilling and machine joinery group, 19,785 
men, 5,886 apprcaitices and boys, and 1,119 women and giHs ; and 
in the cabinet-making and allied trades 16,892 men, 4,786 appren- 
tices and boys, and 2,537 women and girls. Some trades appear 
in more than one group. 

These trades have some special features. Comparatively few 
women are engage^d in them, and it is only in the sawmilling and 
cabinet groups that they are found at all. Only in wooden box 
and bobbin making are they engaged in an appreciable propor- 
tion, and a small but increasing number are working as uphol- 
sterers, sewers, and polishers. There arc practically no half- 
timers. Thirdly, payment by time is almost universal in the 
building trades, in construction and in sawuiilling the proportion 
of piece-workers was barely 10 per cent. ; and only in the cabinet- 
making group was it as much as 20 per cent. , rising to about one- 
third of the cabinet-makers and upholsterers. 

As regards employment, these trades suffer considerably from 
seasonal fluctuations, which take effect in various ways, by 
causing dismissals, by short-time, and so on. The building and 
c’onstructional trades adopt a short winter w^eek, but the others 
do not. “Broken time,” also, results from weather conditions in 
the outdoor trades. Moreover, in building and construction 
cmployiiKuit is largely casual, nor is casual labour uncommon in 
the other groups ; whilst the long-continued depression of recent 
years has tended to produce a permanent surplus of unemployed. 
Thus allowance for all these influences is necessary in calculating 
average earnings. 

The report dealt with the year 1906, and obtained the follow- 
ing particulars First, the number of workpeople working full 
time and the amount of wages paid them in a given week ; and 
secondly, the number of, and the wages paid to, all workpeople en- 
gaged, whether working full time or not. From this average full- 
time earnings and average actual earnings were calculated on an 
average summer week in building, and for the last pay week in 
September in the other trades concerned; and thirdly, annual 
earnings were obtained by getting the numbers employed and 
wages paid for the last full week in each month, and the total 
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wages paid for the year. Prom this the average yearly earnings 
were calculated by dividing the total wages-bill by the average 
number employed in these twelve weeks. A second estimate is 
obtained from the average earnings in a given week, with allow- 
ance for holidays and short winter hours. 

In the building trades average earnings for the given week 
for workpeople on full time and for all workpeople were : — Men 
33^. and 3l6‘. 6d., lads 9^. Id. and 10.9. 3d., and all employes 
28.9. Id. and 285. 6d. They were far higher in London, and far 
lower in Ireland, than elsewhere; Scotland, the Northern Coun- 
ties, and Lancashire, Yorkshire, and Cheshire show the highest 
full week’s wage after London. Hours of labour averaged 52*9, 
being lowest in London and the North, highest in the Midlands 
and South. Wages averaged nearly 5s. a week more for about 

hours less in the towns of more than 100,000 inhabitants than 
in those with less. There may have been some duplication in 
estimating all earnings from men working for two employers in 
th(j week ; but this cannot be eliminated. The proportion of men 
was greater in the total number of workpeople than in those work- 
ing full time ; hence the average wage for all workpeople is higher 
than for full-time only, though the wage of men is considerably 
lower. The same phenomenon is found in other groups. Average 
wages for skilled men are 305. id. for 52*8 hours, and for labourers 
245. 5d. for 52*9. The high wages for improvers in London 
raises the average of boys there to 155. 9d. per full week. 

Holidays average about nine days in the year, and the weekly 
reduction of winter hours about seven for 14 weeks. Given as 
percentages of the average number, maximum and minimum 
numbers employed vary as 105 to 92; but the real fluctuation is 
somewhat larger, as local fluctuations neutralise one another to 
some extent. There is a further monthly fluctuation of average 
earnings, which are largest in May and August, lowest in the 
winter. 

Average yearly earnings, calculated by dividing the total 
wages-bill by the average number employed, amounted to ^£68 
per man (larger towns £75, smaller £62). By the other method, 
1*9 weeks were deducted for short winter hours, and 1*5 for 
holidays, and annual earnings worked out at 48*6 times the average 
weekly rate, or £69 105. The difference is probably accounted for 
by the greater amount of “broken time” in winter. Compared 
with 1886, standard wages show a rise of 18 per cent. Similar 
figures are not given for the other groups of trades. These esti- 
mates only give average earnings per man engaged, allowing for 
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short and lost time ; but from the circumstances it was not possible 
to make allowance for time lost by complete unemployment. 

In the constructional trades earnings (full time and for all 
workpeople) were: — Men 31s. lOd. and 26s. 5d., lads 13s. 6d. 
and 13s. Id., or in all 30s. Hi. and 27s. Average hours were 
55*8 summer and 50*3 winter (15 weeks). The best-paid workers 
were mostly building-trade mechanics. Full-time earnings for 
excavators and labourers were 24s. 9d. (time) and 33s. 2d. ipiece) 
for summer hours (55*7), and for carters 24s. 9d. Yearly earnings 
averaged £64 10s. by either method, and maximum seasonal 
variation was just over 20 per cent. 

In the sawunilling group average wages (full-time, and all em- 
ployes) were : — Men, 33\ 6d. and 33s. Id. respectively, lads 
and boys 9s. 8d. (for both), women 128. 5d. and lls. 7d., girls 
8s. 4d. and 7s. lOd., and all v;orkpeople 22s. 4a. and 22s. 7d. 
Men’s wages were far higher in London, and far lower in Ireland, 
than cls(iwhcTo in the skilled trades, being highest with joiners 
(3Is. lid.), and lowest with mill saw-yers, 26s. lid., and turners 
on time work 24&i. 2d. Members of this trade were largely 
engaged in Yorkshire and Lancashire bobbin factories. General 
labourers averaged 20s. lid. Hours of labour were 54*4, more 
than one-third of the workpeople wwking from 54 to 56. London 
hours were the longest. Yearly earnings averaged £55 10s. by the 
first, and £56 lOs. by the se(*ond njcthod. The greatest seasonal 
variation was less than per cent, 

.Finally, in cabinet-making average, full-time and all, earn- 
ings w^ere r—Men 33s. and 32s. Id., boys 8s. 7d. and 8s. lOd., 
women 13s. Id. and 12s. 9d., and girls 6s. 2d. and 6s. Id., or in 
all 24s. 5d. and 25s. 3d. Men’s full-time earnings w'ere Id. 
higlK^r in the Northern Counties (36s. lOd.) than in London, and 
for all men employed were nearly one shilling higher, largely 
owing to high rates for skilled men in Newcastle and Sunder- 
land. Average hours were 53*1 for all districts, threo-quarters of 
the workpeople returned working between 50 and 56. There 
is a considerable amount of piece-work in these trades, but wages 
of time-workers are usually highest, partly because the best 
work is usually done on time, and partly also because the better 
conditions arc usually found in time-working shops. For the chief 
trades time wages w^ere : — Cabinet-makers 34s. 5d., French 
polishers 83s. 4d., carvers 36s. 2d., upholsterers 34s. 9d., and 
chair-makers 31s. lid. Average earnings amounted to £62 and 
£63 10s. respectively. The seasonal variation is about 7*3 
per cent. 

No, 78*— VOL. XX. 
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The report has been very well written and contains a mine of 
infomiation upon a variety of subjects, such as seasonal varia- 
tions in employment, boy labour, and so on. A very interesting 
comparison is that of the proportion of workpeople earning above 
and below certain rates of wages in each trade. The summary 
tables are wonderfully complete, and altogether the Board of 
Trade is to be congratulated. 

N. B. Dearle 


Census of Production (1907). (Cd. 5162. Brice 7Jd.) 

This is the third of a series of preliminary tables giving the 
results of Beturns received under the Census of Production Act. 
It is stated that “whilst the figures now published are subject 
to revision at a, later date, they are probably sufficiently close 
to the final figures to afford a good indication of the quantity 
and value of the principal products of the industries to which 
they relate.” The industries covered by these tables are numer- 
ous, including textile manufactures other _ than cotton and 
woollen, bleaching, dyeing and finishing works, chemicals, soap 
and candle, paint and varnish, seed-crushing and oil, fertiliser, 
glue, match, ink, gum and sealing wax factories, salt mines, 
brine pits and salt factories, china and earthenware, brick and 
fireclay works. The average number of persons employed in 
these industries was over 650,000 (exclusive of out- workers) , and 
the “net output” nearly .£'60,000,000. 

The “net output” is “the re, suit of deducting the total cost 
of materials used and the amount paid to other firms for work 
given out, from the value of the gross output,” for each industry 
or group of factories. “This sum constitutes for any industry 
the fund from which wages, salaries, rents, royalties, taxes, 
depreciation, and advertisement and sales expenses, and all other 
similar charges as well as profits have to be defrayed.” Naturally 
there are very wide differences between the “net output” per 
head in different industries, for not only do wages vary, but the 
proportion of men to women and children, of wage-earners to 
salaried persons, of persons employed to the capital employed, 
and of expenses of sales and advertising to the wages bill, vary 
widely. The lowest “net output” per head is showm by Flax 
Scutching Factories (.£18), and the highest by Ink, Gum', and 
Sealing Wax Factories (£318). 

For some of the largest groups of industries the summarised 
results are as follows : — 
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The various difficulties which have arisen are discussed in the 
text, and, so far as practicable, comparison has been made of the 
quantities produced, exported and imported. “Manufacturers in 
the jute, linen and hemp trades in Great Britain were asked 
to furnish information regarding their output in the form gener- 
ally adopted for the purpose of the Census. That is to say, they 
were asked to consider their business as a whole and to give 
particulars of their output at the stage at which it was either 
sold, or warehoused ; thus a spinner who also wove piece-goods 
from his own yarns would show his output of piece-goods and 
the yarn which was either sold or warehoused as such, but not 
the yarn woven by him into cloth” (p. 6). Hence it is not 
possible to say with certainty how much yarn was spun in Great 
Britain, but an estimate is made on the basis of replies to a 
voluntary question. For Ireland, separate returns were obtained 
tor each department of the business, at the request of a Com-v 
mittee appointed by the Belfast Chamber of Commerce to assist 
the §oard of Trade in the preparation of the schedules. The 
chemical industry is a particularly complicated one, including a 
number of articles, the total production of which cannot be stated 
with certainty. Thus “the entry against sulphuric acid do«s noi; 
include acid used in further manufacture by the same firm that 
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made it, but only acid made in the year, and sold as such or 
remaining in stock at the end” (p. 4). 

It is owing to difi&culties of this kind that comparisons of 
home production with exports and imports cannot be made in all 
cases. 

C. F. B. 


Obituary. 

Thomas Scott Cree, LL.D. 

By the recent death of Mr. Cree economic science has lost an 
economist of a specially valuable type, one who looked at 
economics with the eyes of a practical business man, and made its 
influence felt in business circles. 

Thomas Scott Cree was born in 1837. Entering business at 
an early age, ho was mainly self-taught, and till, in 1905, Glasgow 
University crowned the recognition of his economic work, already 
accorded by some of the greatest economists, British and foreign, 
by conferring an honorary degree, he belongo'd to no academic* 
body. His educational deficiencies, which he freely admitted, 
were compensated by an unusually varied business experience and 
a power of making the most both of his experience and of his 
reading. 

He embraced, with a thorough-going sympathy and compre- 
hension, both now rare, the “orthodox” mid-nineteenth-century 
economics, whose predominance has been so well described by 
Professor Ashley.^ Whether or not its presuppositions were 
adequate, it was at least a coherent system, well calculated to 
appeal to a logical mind. Professor Ashley admits that no new 
synthesis has yet replaced it. With more recent developments 
he made himself less familiar, partly from want of leisure, partly 
from the conviction that centra) truths had been, to some extent, 
lost sight of in the elaboration of qualifications and exceptions. 
We could not see the wood for the trees. 

A newspaper recently stated that whereas the watchword of 
Leopold 1. was “Production,” that of Leopold II. was “Markets.” 
This well expresses Mr. Cree’s standpoint. He used to say that 
there were two economics, the economic of plenty and the econo- 
mic of scarcity. To the second belonged all protectionisms, trade 
union restraints, lump of labour theories, and theories which lay 

^ In his Presidential Address to the Economic Scieuco and Statistics Section of 
the British Association for the Advancement of Science, at Leicester, 1907, reprinted 
in the Economic Journal, December, 1907. 
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stress on demand or consumption or spending power. No class, 
he held, could permanently benefit except from what increased 
the sum total of wealth, and if that were increased, no pcfwer 
on earth could prevent every class, and especially the working 
class, from getting its share. The economic problem was entirely 
or primarily one of production, only secondarily or not at all of 
distribution. In fact he grasped the great open secret of all 
sound economic and political thinking, that the sum of good in 
the world is not a fixed quantity, and that the interests of different 
countries and different classes are in the main not opposed but 
identical. 

All his life he was an indefatigable controversialist, both in 
letters to the press characterised at once by an unflinching appli- 
cation of economic theory and by a happy knack of making the 
exposition concrete by illustrations drawn from his business 
experience, and in private correspondence with economists and 
public men whom he sought to influence. But he is best known 
for his work on trade unions.^ This is not the place for a 
discussion of his -thesis. Professor Ashley admits ^ that the 
question \vhether trade unions can raise the general rate of wages 
is an open one, and it is easier to cavil at Mr. Cree’s conclusion 
than to refute his arguments. 

Personally Mr. Crec was (like many “ orthodox ” economists) 
the kindliest of men, and emphatically a benevolent employer. 
An employe said that his men “always got what they wanted’’ 
from him. Nor was this mere amiable inconsistency. His 
theories give every scope to the exercise of voluntary benevolence. 

Whatever the final verdict on Mr. Cree’s economic w^ork, at 
least his view’s are w^ell worthy of a respectful hearing, and the 
dejrth of one who enforced them with such courage, resourceful- 
ness, and f airmindedness , who, as has been well said, never 
declined a challenge or lost his temper, one, too, who has left 
no successor, is a unique and irreparable loss. 

A. A. Mitchell 

• A Criticism of the Theory of Trades Unions (Economic Science Section of thd 
Royal Philosophical Society of Glasgow, 12th November, 1890), Evils of Collective 
Bargaining in Trades Unions (Civic Society of Glasgow, 20th January, 1898), and 
Business Men and Modern Economics (British Association at Glasgow, 16th Sep- 
tember, 1901) — all published by Bell & Bain, Limited, 41, Mitchell Street, Glasgow. 
The ^ame line of argument is pursued in a Memorandum on the Causes of 
Unemployment which Mr. Cree prepared on the invitation of the Royal 
Commission on the Poor Law. 

hoc, ciL , p. 480. 
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Sir Egbert Giffen. 

In paying a tribute to the memory of Lord Goschen three 
years ago in the Economic Journal, Sir Eobert Giffen used 
words which have now become applicable to himself. ‘‘By his 
stidden death . . . the country, it is universally recognised, has 
to mourn a heavy loss. In this mourning the Eoyal Economic 
Society is specially called on to join, not merely on account of 
his official position in connection wdth it, but because of the 
illustration given by his whole career of the value of economic 
and statistical studies.” 

Sir Eobert GiiTen was not merely a Vice-President of the 
Society. Ho was one of its founders, and one of the most constant 
contributors to its Journal. He took a leading part in those 
preliminary councils by which the constitution of the nascent 
Association was shaped. His contributions to the Economic 
Journal extend over the twenty years of its existem^e, from the 
first volume, 1891, to the very last number, March, 1910. But 
for the disaster of last April the present, the June, number would 
have been no exception, and on this very page, now^ consecrated 
to melancholy restrosp(‘ct, the reader's eye would have been met 
by Cihj Notes, “received from K.G.” 

Much as we have received, it is but a fraction of what Sir 
Eobert has contributed to i>eriodical literature dealing with 
Economics. As he himself tells us in the preface to his work on 
Stock Excliange Securities, he had been for eight years, between 
1868 and 1876, connected as editor and contributor with important 
financial journals. The Times and the Daily News, the Spectator, 
have all been largely indebted to him. He was Assistant Editor 
of the Economist for several years. He took part in founding 
the Statist, to which, under the pseudonym “Economist,” he 
contributed, in 1886, some articles setting forth a scheme for 
buying out the Irish landlords, which anticipated the measure of 
1903. It would be interesting to select, from a variety of 
periodical publications, the principal articles due to his pen; for 
instance, from the Economist, one in which he, among the first, 
we believe, noted the turn of the monetary tide, the incipient 
fall in the level of prices which took place in the ^seventies. Till 
such selection shall have been accomplished it would be prema- 
ture to attempt here a complete enumeration of Giffen ’s wTitings. 

This unparalleled success in what may be called economic 
journalism strikingly exemplifies the irresistible force of special 
talent. Circumstances had not been particularly favourable to a 
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career requiring so much preparatory study. Some of the best 
years of Gifien’s youth were spent in a solicitor’s office at 
Glasgow, where he held a subordinate post during the early 
’fifties. He must have entered the office as a ver}- young man, 
for he was born in 1837. 

Perhaps the stniggles of his early life, perhaps simply its 
date, may account for an element in the thought of the mature 
economist which may be described as Ricardian. His bias was 
towards laisscz faire, whether in the trade with toieign countries, 
or in the labour market at home. Like the leading modern 
school of the French economists, he opposed both Protection and 
Socialism. Like one of the greatest among them, he thought 
that if it was nocossar]’ to choose between two evils, Protection 
w^as the less. Such seems to be the gist of almost his last public 
utterance, the letter to the Times of January 1.7th, 1^10, 

But Gitfen is not to b(‘ included in the straitest sect of 
individualists. Even as a Free Trader he was not wholly uncom- 
promising ; and he dwelt more on what he called the “negative” 
argument-— the impossibility of proving by statistics Protection 
to either good or evil — than is agreeable to extreme Free 
Ti’aders. He did not scruple in 1903 to rc'conirnend (in the 
NinetceyUJi Century for July) a tincture of ])referential dealing 
with the Colonies, for political purposes. He adopted (in the 
meuiorandum contributed to the Local Taxation Commission) 
as ihe first i)rinciple of taxation, “equal sacrifice,” in 
a sense which would not be acceptabh^ to M. Leroy- 
Beaulieu, That this confession of fiscal faith was not an 
empty profession is shown by his hardy proposals with 
res})ect to the PTnancial Relations between Great Britain and 
Ireland, H(i would tax the richer country out of proportion 
to its income, ap[)arently on the princij)le which underlies the 
doctrine of equal sacrifice : as Mill says, with reference to that 
doctrine, “not on grounds of arithmetic but of human wants and 
feelings.” 

Altogether GiiTen seems to deserve the distinction which is 
thus bestowed on him by Thorold Rogers in his racy Economic 
Interpretations : “The student who is anxious to go beyond the 
common chatter of text-books and manuals, will learn more and 
bettpr political economy from Mr. Giffcii’s essays than he would 
if he brows(‘d for ever on the thorns and thistles of abstract 
political economy.” 

Common sense, rather than abstract reasoning, rnay be 
assigned as the especial excellence of Giffen’s economic work ; if 
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it is remembered that common sense in a subject like political 
economy prescribes attention to general reasoning. 

Common sense is also a conspicuous trait in the character of 
Giffen as a statistician. No one has more effectually set forth 
what he called “the utility of common statistics.” As a specimen 
of his art in rendering popular a science which some suppose 
“harsh and crabbed,” we may refer to the article on International 
Statistical Comparisons in the Economic Journal for 1892. It 
may be hoped that the Handbook of Statistics which he was 
preparing has been left in a sufficiently mature condition to admit 
of publication. It is sure to be a most useful instrument of 
education. 

Besides the art of pointing out the truths of statistics, invisible 
to the majority who do not know where to look for them, Giffen 
had the still rarer faculty of discovering those truths. His 
power of penetration and discernment is attested in the 
following description of his method of wnrking wdiich has 
been (‘ommunicated by one who was associated with him 
in the work of the Board of Trade:— “I think that one 
of the features of Sir Eobert Giften’s ‘work wdheh im- 
pressed me most was its extraordinary rapidity and certainty, 
whether he were piercing to the heart of a complicated mass 
of statistics and extracting their real significance, or wdicthcr 
he were composing the luminous and original memoranda, which 
he tossed off at lightning speed with little apparent effort. He 
had an almost unique powxu' of carrying his statistics in his head ; 
they were always at liis command, and he was never overwdielmed 
by them. In the iiiost complicated mazes of figures he never 
lost his griji on the realities for w’hich the figures stood, and he 
never seejiied to lose his bearings or his fine sense of proportion.” 

In so far as the statistician explains facts and infers laws,*hi8 
method is that of Inductive Logic. What is }H.^culiar in the Logic 
of Statistics is its affinity to the Theory of Brobabilities. How 
far did Giffen recognise and utilise this peculiarity? We can 
answer in the words of one wdio is among the highest authorities 
on the ap])lication of the mathematical theory of error to prac- 
tical statistics. “With an acute perception of the things that were 
not measured or unmeasurable, he [Sir Eobert Giffen] first 
surrounded the official statistics wdth an atmosphere of caution, 
and then cleared away the mist by the use of bold estimjftes. 
For these estimates he had an arithmetical sense almost amount- 
ing to genius, a feeling for the probable error of the factors used, 
and a courageous rejection of measurements w^here the inaccuracy 
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was too great. He had an intuitive feeling for the relative 
importance of numbers. He used to express his conclusion as 
to the adequacy of the data by saying he could, or could not, 

‘ give a figure.' He appears to have had little or no knowledge 
of the modern mathematical theory of statistics, but his arith- 
metical sense was so strong that he was able to proceed safely and 
with knowledge through calculations whose validity could only be 
established mathematically.” 

These characteristics are well exemplified in some of Giffen’s 
classical investigations : on the growth of national capital, on 
the progress of the working classes, on the variation in the volume 
of trade and the value of money in relation to articles of trade. 

Giffen did not act unon the original, too self-effacing, motto 
of the Statistical Society, Aliis exterendum. Yet he did 
yeoman’s service in gathering in the harvest of facts, through 
the improvements which he introduced in the compilation 
of statistics during his tenure of office at the Board of Trade 
<1876-97). The Labour Department, now so highly developed, 
owes much to his initiation. Office, which has been said to show 
what a man is, brought out Giflfen’s virtues. We may again cite 
the evidence of the high official to whom we have already 
referred : — “1 cannot speak too cordially,” he writes, “of the 
invaluable guidance and advice which Sir Eobert Giffen gave mo 
from the beginning, when I was new to official life, up to the time 
when he quitted the office. Giffen as an official w^as the kindest 
and most considerate of chiefs, and the most appreciative of 
colleagues.” 

Similar feelings of grateful remembrance are cherished by 
others who have been associated with Sir Kobert in other kinds 
of work — in particular that of the Economic Society. The blow^ 
which falls as an irreparable calamity on his home is also deeply 
felt throughout the wide circle of his friends. In the clubs 
which he frequented his kindly pr(‘sence and genial talk will 
long be missed. 

Would the reader contemplate the outward semblance of the 
man, as well as the traits of his intellect and character? An 
excellent photograph accompanies the appreciative memoir in 
the Journal of the Statistical Society. That Society has a prece- 
dent for perpetuating the likeness of one who has conferred 
honour on their Body. The Society treasures— not, indeed, in 
its Journal, but on its walls— the portraits of Tooke and Porter 
and other mighty ones of the nineteenth century. Giffen 
deserves to be honoured with the masters of Statistical Science. 
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Current Topics. 

The Government’s schemes for insurance against unemploy- 
ment and invalidity give special interest to the forthcoming 
meeting of the International Congress on Social Insurances, which 
is to be held at The Hague from September 6th to 8th. Sir 
Edward Brabrook and Mr. Geoffrey Drage have been appointed 
.to form a national comniittee for Great Britain. They ask for 
reports from economists, and other competent persons, on the 
following questions : — (1) the contribution of the State to old-age 
and invalidity pensions ; (2) the organisation of medical service 
in social insurances ; (3) the extension of social insurance to new^ 
classes of beneficiaries ; (4) assurance for widows and orphans ; 
(5) assurance against unemployment. The subscription to the 
Congress is 15 francs, but an addition of 5 francs will obtain the 
privileges of the Congress for any member of the subscriber’s 
family who may wish to attend. Entertainments will })e offeree] 
to the Congress l)y the Government and municipality, and reduc- 
tions in railway fares will be arranged. Communications may 
be addressed to Sir Edward Brabrook, 1 Garden Court, Tcunple. 


According to the Eeport of the Union of German Labour 
Exchanges there were last year 462 public Labour Exchanges in 
Germany. They found work for 913,981 applicants. The 
number of skilled workmen lor whom work was found exceeded 
the number of unskilled by 16,000— -a fact which, it is argued, 
contradicts the view which has been expressed that the exchanges 
were only useful to the unskilled. 


The co-partnery scheme inaugurated by Sir Christopher 
Furness at Messrs. Irvine’s ship-building works, West Hartlepool, 
has broken down on account of the opposition of the w^orkmen. 
A vote as to whether the scheme should be continued or not wavS 
taken among the co-partner employes, and it was rejected by 
598 votes to 492. There appear to have been two chief reasons 
for the dissatisfaction w^hich led to this result. The first wras 
that there has been much less than a full year’s employment for 
most of the men, and the lower paid of them have, during periods 
of stress, grudged the amount invested in shares. The other 
was the hostility of many unionists outside the works, which 
prevented the co-partners from obtaining employment in other 
local yards. The reasons for this hostility were explained in 
interviews by Mr. G. N. Bfjriies, M.P., the Chairman of the 
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Labour Party, and by Mr, Keir Haijdic, M.P. Mr. Barnes 
argued that the movement was not consistent with the principles 
of trade unionism, because it would have had the effect of isolating 
the men in Hartlepool from their fellows. The effect of such 
schemes was, in his opinion, to split up the men into groups. 
He quoted the casu of the South Metropolitan Gas Works as an 
example. Mr. Keir Hardic pointed out that in these days of 
the growing solidarity of the working-class movement, such 
schemes were doomed to failure. They would prevent workmen 
from acting together en masse in times of crisis. The division of 
f)rofits, ho argued, worked out in the proportion of one to labour 
and ten to capital, and labour was expected to earn the whole 
by extra exertion. 

Tite ‘'National Industrial Education ljt‘ague ” is au organisa- 
tion initiated by Mr. E. Applegartb, the veteran trade union 
leader. The object of the Leagiu' is “to give children before 
leaving school a sound elementary industrial training, thereby 
enabling them to fpllow the occupation for which they are natur- 
ally bc'.st fitted, and for which th(^y must be traincai by practical 
men with a knowledge of trade and industry.’* Meanwhile, the 
same doctrine found expression in the TeachfTs’ Conferences held 
at Plymouth at the end of March (The Times, April 1st). The 
conference passed a series of drastic resolutions on child labour, 
of which the following were the most important : — (a) No exemp- 
tion (either partial or whole time) from school attendance should 
be granhal until the age of fourteen years, (b) All wage-earning 
child labour out of school hours under fourteen years should be 
illegal, (c) Attendance at continuation schools botwwn fourteen 
and.(ughtecn should be compulsory, (d) This attendance should 
be accompanied by such provisions with regard to the limitation 
of the hours of labour for young people as to guard them against 
over-strain, (e) Junior employment registries should be estab- 
lished to give skilled advice to parents, managers, and teachers 
in the selection of suitable occupations between the ages of 
fourteen and eighteen. 


The passage of the Budget has been immediately followed by 
the ^ormation of the “Land Union.” The object of the Union 
is to “maintain the security of private property in land, which 
is the very basis and foundation of all business security.” It 
will agitate for the repeal of the new land taxes. At the same 
time it puts forward as its constructive policy the reform of the 
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rating system,, and the extension of small ownerships. Mr. E. G. 
Pretyman, M.P., is the President of the Union. 


A Bill embodying the proposals of the Minority Eeport of 
the Poyal Commission of the Poor Law has been introduced into 
the House of Commons. It came up for second reading on the 
8th April, 1910, and, after speeches of a non-committal character 
from the Prime Minister and Mr. Balfour, wras “talked out.” 
Meanw^hile the “National Committee to promote the Break Up 
of the Poor Law ” has been formed to carry on an organised 
agitation on its behalf. The National Committee has now been 
at w^ork for eight months, and contains over 20,000 members, 
among wdiom economic teaching is represented by Professor Mac- 
gregor, Mr. H. S. Jevons, Mr. A. L. Bowdey, Mr. Pernber Keeves, 
and Mr. Sidney Webb. ]t has arranged somewhat over a 
thousand meetings wdthin the last five months, and issued about 
a score of pamphlets. During the General Election it was parti- 
cularly active among the various candidates, and claims that 116 
members of the present Parliament have declared th(‘-mscdves in 
complete agrc'cment with the Minority Scheme. Their latest 
activity is the issue of a monthly journal called The Crusade, 
The offices of the Committee are at 536 Clements Inn, Strand, 
and its Honorary Secretary is Mrs. Sidney Webb. The sub- 
scription is optional, and the price of The Crusade is one penny. 

The general increase in the volume of employment that has 
been making itself slowly felt in this country for nearly a year 
has become more marked during the last few months, and the 
curve of unemployment of the Board of Trade at the end of April 
has at length regained a point, 4'4 per cent., that corresponds 
with the mean of the last ten years. One year ago the percentage 
of unemployment based on the same general body of returns 
was 8'2. 


The outlook for the near future appears to be most uncertain 
in the cotton industry, in which, although the harm done by 
recent frosts and storms in America seems to have been exag- 
gerated, the chances of a short crop, and thus of the maintenance 
of a level of prices for raw material that must disturb and*^may 
hamper a great industry, are serious. 


In some slight degree the preliminary statistics of the new 
Board of Trade * Labour Exchanges reflect the same general 
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improvement, the number of applications for employment received 
during April (116,523) and the applications remaining on the 
registers at the end ox the month (81,523) showing a decline 
of about 10,000 each as compared with the March figures, while 
the number of vacancies filled increased by about 2,500, to 23,858.^ 
Until more is known as to the degree of permanency possessed 
by places filled ; as to the ages of those who obtain them ; and 
as to the suitability, in relation, as regards adults to the chiel past 
occupation, and as regards boys and girls to the promise of 
satisfactory and lasting employment^ it is, it is true, Jifiicult to 
know' w^hat degree of importance to attach to such figures as those 
quoted above. But they indicate, in any ci^se, that the lixchanges 
have been started undo, favourable iiidustiial conditions, and 
that they have started hopefully. 

The usual Whitsuntide Congress of Co-operators was held 
this year at Plymouth, and w^as attended by nearly 1,800 delegates. 
Most of the subjects discussed w^ere of old standing, but the 
Congress as a wTiole w’as another demonstration of the vitality 
of tins great movement. On the authority of the Anti-Credit 
Committ(^e a somewhat disturbing statement was, however, made 
to the effect that by no fewx'r than 71 per cent, of the distributive 
societies credit w^as being given. The grievance is an old one, 
and protests have been often raised, but although, doubtless, not 
ado|)t(3d by the great majority of the nieinbers, the extent of a 
practice that is opposed to the principles of a inovemeut that aims, 
inter alia, consciously and unconsciously, at the promotion of 
thrift appears to be still spreading, and to liavt* reached serious 
proportions. 

T41E grave risks of a stoppage in the South Wales coal-mining 
fields incurred by the notice given by the men in January to 
terminate the agreement of 1905 on March 3 1st last have been 
averted. Independent negotiations appeared to be breaking 
down, and it wais not until near the end of March that, following 
on the friendly intervention of the Board of Trade, the basis of 
a frc^sli settlement w^as arrived at. After a ballot of the men, 
endorsing the proposals by a majority of nearly 3 to 1 on a vote 
of more than 132,000, the new^ agreement w'as signed on April 8th. 
The principle of the maximum as well as of the minimum wage 
is again recognised ; Lord St, Aldwyn will again act as Chairman 
when questions of general advances or reductions in wages are 
under discussion ; and the agreement is made for five years certain 
or for longer unless determined by three months’ notice on either 
side. 
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Tbade Uoiion statistics for 1908 reflect the’ influence of the 
depression of that year, but although membferahip (slightly) anfl 
reserve funds (more noticeably) showed declines, the general 
figures point to the maintenance of great strength. This is 
perhaps best illustrated by the total income of the 100 principal 
' unions, w^hich reached the large record total of nearly 2| millions, 
and showed an increase of nearly a quarter of a million over 
that for 1907. On the other hand, expenditure increased by 
considerably more than a million, but, in spite of this heavy 
drain, the funds in hand at the end of the year exceeded 
5 millions, and were nearly a million and a half in excess of the 
reserve at the end of the prosperous year of 1909. Thus the 
Societies entered upon the difficult period that has just closed in a 
position, somewhat weakened, indeed, by 1908, but still one of 
exceptional financial strength. 


Obganisation in the building-trade group showed a further 
decline in numerical strength through the continued dejnession 
in those industries; in mining and quarrying, an increasing 
compreheiisiveness ; and in metal, engineering, and shipbuilding, 
stability. The total membership of all Trade Unions wa^s 
2,378,218, a decline of only about 30,000 on the record total 
for 1907, 


Under the new^ Trade Boards Act two interesting steps have 
been taken during May, (1) the issue of the proposed minimum 
time I'ates by the Chain Trade Board, and (2) the regulations for 
the constitution of the proposed Board in the Paper and Card- 
board Box Trade. The minimum time-rate provisionally 
announced for certain branches of hand-hammered chain -making 
is 2id. per hour— equivalent to 11s. 3d. per working week of 
54 hours. The occupation ’’ is followed both by men and women, 
and, should a time-rate be in practice adopted, the above rate 
is thus applicable to either sex. For WDmen it may in the 
future be found to have historic importance as a first official step 
in the formation of that public opinion by which, in the long 
run, the eliminatioi] of rates w'hich in the public mind rank as 
swreated will to a great extent have to be secured. In the 
above trade, however, the prevailing method of remuneration is 
by piece-work, and general minimum piece-work rates, estab- 
lishing, it may be assumed, a normal relationship betw^cen time- 
and piece-rates, are therefore also being proposed by the Trade 
Board. 
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' The Chain Trade is’sinall and highly localised, and, although 
even the smallest industry is apt to conceal its own intricate 
problems, probably, in general, presents tho minimum of coiH- 
plication of almost any recognised trade in the country. It would 
thus have been difficult for an ’.nitial step under the Trade Boards 
Act to have been chosen, so far as the environment and organisa- 
tion of the industry are concerned, of greater simplicity. 


The Paper and Card-board Box Trade will pre. ent a very 
different series of problems, both on account of its greater internal 
complexity and of its much greater diffusion. Both features are 
illustrated in the regulat'ous just issued tor the new Board, which 
is to consist of not fewer than thirty-five persons, while the 
sixteen members representing employers are to be drawn from 
those who “trade” (presumably “tnadc mainly”) in districts as 
important or as far removed from each other as Cornwall and 
Scotland; South V/ales and Lincoln : Lancashire, Yorkshire, and 
London. Altogether, provision is made for tho representation 
of employers trading in nine great specified areas. The new 
Board will be the largest of its kind ever formed, and its record 
and recommendations will be follow'ed wdth great interest. 


The “International Visits,” for the purpose of studying the 
customs and institutions of other nations, which we have 
described in former numbers, continue to flourish. A second 
visit has been arranged to Holland, August 9th to 19th, 1910, 
when a course of lectures on Holland will be given (in English) 
by Dutch authorities on the different subjects in the University at 
LeiJen. The course will include lectures on “Agriculture and 
Horticulture,” with other subjects, by M. Bonthuis, Teacher of 
Agriculture under the Ministry of Agriculture, and A. J. Pokker, 
President of the Leiden Agricultural Society. These lectures will 
be illustrated by visits to co-operative dairies and cheese fac- 
tories, automatic auctions, small market gardens, “polders,” 
&c., &c. Under the head of the Labour Movement there will 
be lectures on “The Social Democratic Party,” by Henri Polak, 
President of the Diamond Cutters’ Union; and “Dutch Anar- 
chists, their Principles, Organisation, and Methods,” by T. 
Luitjes. Further particulars may be obtained from the Hon. 
Secretary, International Visits, Old Headington, Oxford. 



328 THE ECONOMIC JOURNAL [JUNE 

The triennial prize founded by the generosity of M. Emile 
Mercet will be awarded by the Societe d’Economie Politique in 
1913. The subject proposed for an essay is “Etude compar^e 
du taux des tarifs de douaiies dans les divers pays.” The prize 
will consist of a gold medal, worth about 400 francs, together 
with a supplement (une soulte) in specie of 400 francs. The 
manuscripts should be sent, in French, to Monsieur Daniel 
Bellet, Secretaire Perpetuel de la Societe d’Economie Politique 
k Maisons-Laffitte, at latest by October 1st, 1912. 


Mr. George Unwin has been appointed Professor of Economic 
History at the University of Manchester. Mr. l^nwin was 
placed in the first class in Literae Humaniores, Oxford, in 
1897, and in the same year was elected by Oriel College to a 
Travelling Scholarship, with which he went to the Univ('rsity of 
Berlin to attend the lectures of Proh^ssors Adolf Wagner and 
Gustav Schmoller. On his return to Plngiand in 1898 be 
attached himself to the London School of Economics, and began 
an investigation into the industrial organisation of English towns, 
and of London in particular, in the period which lies between 
the decay of the gild and the rise of the factory system. The 
results of this investigation were subsequently embodied in a 
book published by the Clarendon lYess in JOOi. He is tilso the 
author of A Sermtemth Cenlnry Trade Union (Economic 
Journal, September, 1900); Industrial Organisation in the Six- 
teenth and Seventeenth Centuries (Clarendon Press, 19i)4), 
reviewed in the Economic Journal for that year; The Gild^‘ 
and Oompajiies of London (Methuen, Antiquaries Books, 19081. 
In 1908 Mr. Unwin was elected Lecturer in Economic History 
in the University of Edinburgh. 


The Mink) Chair of Economics in the University of Calcutta 
(a notice of w^hich appeared in the Economic Journal, June, 
1908) has been filled by the appointment of Mr. Manohar Lai, 
B.A., formerly Foundation Scholar and McMahon Law^ Student 
of St. John’s College, Cambridge, Prof. Manohar Lai took a 
first class in Part II. of the Moral Science Tripos, at Cambriage, 
1903. A little later he obtained the Cobden Essay Prize. He 
returned to India in 1905, and lectured on economics in the 
Pun j ab U ni versity . 
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The paper which Sir James Wilson, K.C.S.I., read at a 
recent quarterly meeting of the Eoyal Economic Society, 
“Eecent Economic Developments in the Punjab,” has now been 
printed, and may be obtained from Messrs. King (Westminster). 
A survey of cultivation and eiops, the labouring population, and 
other economic features of the province shows that there has been 
a great increase cl material wealth, and that it has been evenly 
distributed among the classes. The paper is enriched b}’ three 
diagrams exhibiting different degrees of correlation between 
several important variables, e,g,, in Diagram I. a close 
similarity in the movements of the prices of four kinds of grain, 
Wheat, Bajra, Gram, and Jawar. 


Professor Baron D’Aulnis pb Bourouill has been ap- 
pointed correspondent for Holland to the Eoyal Economic 
Society, succeeding the eminent and much-regretted Mr. N. G. 
Pierson. Baron d’Aulnis de Bourouill has held the. Pro- 
fessorship of Political Economy in the University of Utrecht 
since 1878. He is the author of several books — one on 
Contemporary Socialism (in Dutch), 1886; another on the sugar 
bountic's (iji French), 1899; another on the Sugar Convention 
of lOO'i. He has also contributed numerous papers to many of 
the ))rincipQ.i European periodical publications, on questions 
relating to Socialism, commerce, old-age pensions, patents, and 
oilier I'.conoinic topics. 
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RECENT PERIODICALS AND NEW BOOKS. 


The Economic Review. 

April, 1910. Some Aspects of Tariff Reform. L. L. Price. To 
study the philosophy of the fiscal question let us clear our minds 
of the fallacies which haunt (1) the term “Free Trade,” used 
for “free imports”; (2) the term “natural” as a favouring 
description of free trade; (3) the proposition that “ imports are 
paid for by exports ” — which does not invalidate the argument 
that a Protective tariff may tend to make imports consist more 
of raw materials or unfinished goods, exports more of complclod 
products. Social Conditions and the Principles of 1834. Puth 
Kenyon. The Taxation of Salt in India. ^ T>. A. Barker. 
Indian Land Tenure and the Manor. Ekv. F. W. Bussell. A 
comparison between Eastern and Western “manorial ” con- 
ditions. 

Journal of the Royal Statistical Society. 

February, 1910. Increase in the Numbcf's of Accidents in Factories. 
H. Verney. 

March. Urban Vital Statistics in EngUnid and Germany. A. W. 
Flux. I\Iany contrasts — mostly fa\ curable to this country — 
are presented Prices of Commodities in 1909. A. Sauerbeck. 
The index number for 1909 is 74; the average for 1900-1909. 78. 

April. The Financial System of the German Empire. W. 
Hooper. The Increased Yield per Acre on Wheat. H. D. 
Vigor. Statistics of Wages in the Nineteenth Century: The 
Cotton Industry. IV. G. H. Wood. 

The Nineteenth Century. 

March, 1910. The Possibilities of an Income-tax according to the 
Scliemc of Pitt. W. H. Mallock. An increase of revenue by 
£12,000,000, or even £16,000,000, is easily attainable. The 
Home Workers of London. Sydney K. Phelps. A lifelike 
picture. 

May. Compvlsory Insurance against Unemployment. Edith 
Sellers. The Berne scheme proposed by Dr. Wassilieff has 
many advantages. The Insufficiency of Official Statistics. 
A. L. Bowley. Mr. Mallock’s recent estimates of wages, in- 
come other than wages below the exemption limit, and oiht‘r 
unknown quantities, illustrate insufficiencies for which a central 
statistical department would be a remedy. PitVs Income-tax 
Scheme. Chiozza Money. A reply to "Mr. Mallock ’b article 
in the March number. 
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The National Review. 

Febkuary, 1910. Forestry and the State. William Dawson. 

March. Ireland and the Budget. T. M. Healy. A scathing 
denunciation of the Budget as a tax on tenant, right. 

The Socialist Review. 

April and May, 1910. Ramsay Macdonald gives an interesting 
account of Peter Taylor, who, though the friend of Cobden, 
favoured the Crimean War. 

The Glare Market Revieu\ 

June, 1910. The Organisation oj Boy Labour. !N. B. Dearle. 
Some employments are “blind alley,” others provide a career 
for some of the boys who enter them. There are, too, the 
wasteful systems of “picking up” a skilled trade. Remedies 
for these evils are proposed, e.g., to dovetail “blind alley” 
traders wuth trades w^here training begins late. 

The Quarterly Journal of Economics (Boston). 

February, 1910. Proposals for Strengthening the National Banking 
System. I. 0. M. Sprague. Borne not revolutionary 
changes of law would enable the banks f o servo the community 
better in normal times, and to meet emergencies. The Struggle 
over the Lloyd-George Budget. E. Porritt. The Single Tax 
hi the English Budget. H. J. Davenport. Rents, not the 
ca])italised value of rents, should form the basis of such a tax. 
No serious results are expected from the English proposals. 
Yeoman Farming in Oxfordshire . H. L. Gray. The views of 
Hasbach, Mantoux, Toynbee, and otliers as to the decline of 
yi^oman farms in Oxfordshire are mistaken. Mr. Johnson alone 
riglitly concludes that the decline ocQurred mainly between the 
sixtcHuith century and 1760. 

Political Science Quarterly (New York). 

March, 1910. The Payne- Aldrich Tariff. G. M. Fish. Monetary 
Experiences in the Argentine. I. Grinfield. The British 
^Budget and Social Reform. G. Paish. 

American Academy of Political Science (Philadelphia). 

March, 1910. This number deals with Public Recreation Facilities. 
A supplement embodies the proceedings of the sixth annual 
meeting of the National Child Labour Committee. ^ 

Journal des Economistes (Paris), f 

March, 1910. Guerre de Tarifs. G. dr Molinari. Conceptions 
. . . du Socialisme. Y. Guyot. Le tarif Amdricain et la 
France. D. B. Mason. 

April. Lcs arguments protectionnistes en France et avx Etais- 
Vnis. Yves Guyot. Lcs clauses sur le valeur du sol, 
sont-clles economiquernent justifiables ? L. L. Price. De- 
cidedly not. Adam Smith's canons of economy and certainly 
are violated. Les Industries franqaises — la Brasserid. G. 
Paturel. La question des retraites ouvriSres en France. 
M. Bellom. 
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Ma%« La politique mntre lea veritea iconomiques. Y. Guyot. 
Theone sur la commerce au XVIII Siecle. E, Levasseuk. 
Le lang^ge economique. W. W. Carlile. 

Revue d' Economic Polihque (Paris). 

March, 1910. Histoire dea monnaiea et du commerce d* argent en 
France, E. Levasseur. La machiniame et le chomage. G. 
Olphe-Galliard. 

April. Hiatoire dea monnaiea . . . {auite et E. Levasseur. 

La realite dea aurproductiona generate a. A. Aftalton. J. B, 
Say et lea originca. A. Alix. Vnc theorie negligee. A. 

Landry. 

Revue Economique Internationale (Brussels). 

April, 1910. This number is devoted to the various economic 
problems connected with Water, 

J alfirhiXcher fiir Nationalokonomie (Jena). 

February. 1910. Die Landwirtachaftarente. K. Schonheyder. 
Die inneren Wanderungen. H. Wolff. Zut Vcrieidigung dcs 
Oeaetzea der kleinen Zahlen, L. v. Bortkiewicz. 

March. Die Lohne im ataatlichen Steinkohle.nherghau. Herbto. 
April. Die Finanznot dea Siaates mid Mitt el zu iJiver Hchmicj. 
F. Geiirke. 

Archiv filr Sozialwisscnschaft (Tubingen). 

March, 1910. The Law of Decreasing Returna in Agriculture is 
disouBsed in a first article by Joseph Esslen. Under the head 
of Social-democratic Priests, K. Vorlander gives an account of 
some clergymen in Germany and other countries answering to 
this description. 

Giomale degli Economisti (EoimO. 

January, 1910. jyopera Scicniifica di L. Walras, V. Pareto. Le 
forme moderne delV impreaa industriale. G. Arias. Sullr 
municipalezzazioni. A. Cabiati. l/npplicMzione della mate- 
matica all* economia, L. Amoroso. 

February. Ragioni dei poteri del Direttore Qcnerale delle Ferrtnne. 
Il Ferrovi^ire. II diaegno di legge augli Zuccheri. E. Giretti. 
II prezzo come strumento di loUa fra orguniavii. E. Sella. 

La Riforma Sociale (Turin). 

January-February, 1910. Alle frontiere della Scienza economica. 
. P. Jannacone. a study in economic methods and conceptions. 


NEW BOOKS. 

Burn^ (J.). Stock Exchange Investments in Theory and 
Practice, with chapters on the Constitution and Operation of the 
Bank of England and the National and Tiocal Debts of the United 
Kingdom, London : Layton. 1909. 10s. 6d. 

Chapman (S. J.) and Hallsworth (H. M.). Manchester: 
University Press. 1909. Pp. 164. 2s. 
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Cullen (A.). Adventures in Socialism : ^new Lanark Establish- 
ment and Orbistoii Community. London : Black. 1910. Pp. 346. 
7s, 6d. 

Davis (J. F.). Bank Organisation, Management, and \ccounts.« 
London: Pitman. 1910. Pp 157. 

[By the Lecturer on Banking and Finance in the City of London College.] 

Dawson (W. H.). The Vagrancy Problem. London: P. S. 
King. 1910. Pp. 270. 

(hiosii (H. IT.). The Advancement of Industry. Co»cutta: 
Cambray. 1910, Pp. 222. 

Hardy (F.). The Tluwy of the Construction of Tj bles of Mor- 
tality, and of siiniJar Statistical 7'ahl( s in use by the Actuary. 
London: Institute of Actuaries. 1900 7,'.*. Od. 

Jevons (TT. Stanley). Tlu' Sun’s Heat and Trade Activity. 
London: King. 1010. Pp. 35. 

[Extracted from the Contemporary Review for August, 1909, \ 7 ith the addition of 
a preface and summary.] 

Johnson (A. S.), Introduction to Economics. London: Heath. 
1910. P]). 404. 

[By the Professors of PoVitical Economy in the University of Texas.] 

Locii (C. S,), Cliarity and Social liifo. J^ondon: Macmillan. 
1910. Pp. 496, 

Maw (P. T.). The Praci-ici* of Forestry. Conct^rning also the 
Praciici' of Afforestation. London: Unwin. 1909. Pp. 254. 
J7.S*. OJ. 

Pratt (E. A.). Canals and Traders. London : King. 1910. 
Pp. 123. 

[The plan of resuscitating canal traffic by State aid is combated, the argument 
being illustrated by maps and photographs.] 

Rowntree (B. S.). Land and Jjabour (Lessons from Belgium), 
f jondon : Macmillan, 1910. Pp, 633. 

SciiRiJVERS (J.). Handbook of Practical Economics. Trans- 
lated from the bVonch by J<\ M. (hip^*s. J.<ondon : Sands. 1910. 
Pp. 312. 5.S*. 

[Father >Schriivers represents the Koraan Catliolic School of Political Economy.] 
(4as. (h). Th(^ National Providence Essays. London: 
Kegan Paul. 1910. Pp. 103. 

STitAOiiAN (W.). Cost Accounts: tlie Key to Economy in Manu- 
facturvL Third edition, with additional forms and specimen 
workings. London : Stevens. 1909. 4,s*. net. 

Todd (John A.). Political Economy. A handbook of Economics 
and Public Finance for Egyptian Students. Edinburgh: Hodge. 
1910. Pp. 422. . , ’ 

[The author is a lecturer in the Khodival School of Law, Cairo. Ho draws 
illustrations from his environment ; and devotes separate chapters to the Currency 
of Egypt, Taxation in Egypt, and the Egyptian State Debt.] 

• 

Brooks (J. G.). The Conflict between Private Monopoly and 
Good Citizenship. Boston: Houghton. 1909. Pp. 43.^ 50 net. 

Britton (W.). White Slavery. A plea for the largest possible 
measure of individual freedom consistent with the freedom of all. 
Now York: Werner. 1909. Pp. 330. $1.50. 

[A criticism of the present trades union system.] 
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Bryce (J.). The Hindrances to Good Citizenship. New Haven, 
Conn.: Yale University Press. 1909. Pp. 138. $1.15 net. 

Deland (L. F.). Imagination in Business. New edition, 
revised and enlarged. New York : Harper. 1909. Pp. 108. 
$.50 net. 

Hawley (F. B.). Enterprise and the Productive Process. New 
York and London: Putnam’s Sons. Pp. 4G7, 

Nuhoff (M. P.). Tile Scottish Staple in the Netherlands, 
The Hague : Nijhoff. 1910. Pp. 237-i-ccxlvi. 

Phillips (J. B.). Freight Hates and Manufactures in Colorado. 
A Chapter in Economic TTistory. Boulder, Colorado : University 
of Colorado. 1909. Pp. 62. $.75. 

[A discussion of the manner in which Denver has been discriminated against as 
a manufacturing centre, by the railways.] 

Putney (A. H.). ('orfiorations : Organisation, Financing, Man- 
agement. Minneajiolis : C/rec Publishing Co. 1909. Pp. 408. 
$4.80. 

Veiller (riAWUENCE). Housing Reform. A Handbook for 
Pracitical Use in Amf'rican Cities. (Russell Sage Foundation.) New 
York: Charitic'S Publication Committee. 1910. Pj). 213. 

[The book is brought out in the hope of encouraging legislation against over- 
crowding, which is said to prevail throughout the Union, in the hamlets ot 
Indiana, as well as Now York and Chicago.] 

ViNOdRADOFF (P.). Editor. Oxford Studic'S in Social and Legal 
Ifistory. Vol. I. English Monasteries on the Eve of th(‘. Dissolu- 
tion. By Alo\a,iid(‘r Savine. Patronage in the Later Empin'. By 
V. De Zulueta. Nt‘w York: Oxford University Press. 1910. Pp, 
viii 4-380. $4,15. 


Ansiaux (Prof. Maurice). Principe de la Politique rcgulatrice 
des Change's. IHaixelles : Miscli et Thron. 1910. Pp. 259. 

Gautier (Louis). L’Etat Financier. Paris: Giard. 1910. 
Pp. 112. 

Kautsky, Karl. Chemin du Fouvoir. Traduit do FAllemand 
par A. P. Paris : Giard and BrifVe. 1910. 

TiEENER (G. de). L ’Organisation Syndicate des Chefs dlndustrie. 
(Etude sur Ics Syndicats Industiiel.s en Belgique.) (Instituts 
Solway.) Brussels: Misch. 1909. 2 vols. 

Raffalovich (A.). Le Marche Financier, 1908-1909. Paris: 
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GERMAN LABOUR EXCHANGES. 

Probably few people in England have any conception of the 
amount of literature which has appeared in Germany on the 
subject of labour exchanges. In quantity, at least, it far out- 
weighs all that hap been written in England during the last 
twenty years on the whole problem of low wages and unemploy- 
ment. Few people in England, further, are aw'are that the first 
labour cixchange in Germany was started in the year 1841, and 
that there are now in Germany, at the lowest calculation, over 
one thousand labour exchanges. So far in England only two 
accounts of any note have appeared on this subject. The first 
was a report presented to the Board of Trade in 1904 on “Agencies 
and Methods for Dealing with the Unemployed in Certain 
Foreign Countries,” by Mx. D. F. Schloss. The other con- 
sisted of two extremely interesting descriptions of German labour 
excl^anges by Mr. W. H. Beveridge, published in two earlier 
numbers of this Journal.* Out of the mass of material collected 
by the present writer for a descriptive work on the many- 
sided aspects of German labour exchanges, a few points have 
here been selected in advance in order to deal somewhat cursorily 
with one or two aspects which may be of immediate interest as 
showing how Germany has met and dealt with problems which 
the new labour exchanges in England are already called upon to 
face. 

Ip this country popular attention has been directed mainly 
to the public ofBcial labour exchanges in Germany, and streams 
of English visitors have poured over to inspect the big labour 
exchanges in some of the large towns. The following figures will 
show that there are three most important kinds of labour ex- 

1 See Appendix to Unemployment, by W. H. Beveridge. 
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changes, namely, the public exchanges, those of the masters, and 
those of the men ; and we give here the figures of the places filled 
by each in the whole of the German Empire in 1908 : — 

Public Labour Exchanges (figures for men only) CG0,000 

Employers’ Labour Exchanges (almost entirely men) 560,000 

Employees’ Labour Exchanges (almost entirely men) 300,000 * 

Still more surprising is a comparison of the figures of places 
filled by Munich in the years 1906 and 1908 by the different 
kinds of public and private labour exchanges. It may be of 
interest to note that the Munich Public Labour Exchange was 
selected by Mr. Beveridge as the most successful and best- 
equipped labour exchange in Germany, and yet it will be noticed 
that the projx)rtion of places filled by the public exchange was 
smaller in 1909 than in 1906 : — 


Places filled. 1906. 1909. 


(1) By Public Labour Exchanges ... 

53,673 

Per cent. 

55 

64,516 

Per cent. 
51*3 

(2) Philanthropic Unions 

10,329 

10-6 

10,481 

8-5 

(3) Joint Exchanges of Masters and 
Mon in Certain Trades 

7,9S7 

8-2 

4,751 

3-8 

(4) Employers’ Exchanges 

(5) Employees’ Exchanges 

356 

0*3 

17,942 

14-3 

8,460 

8*6 

13,150 

10-7 

(6) Profit-making Agencies .. 

16,842 

17-3 

14,293 

11-4 


In th(‘. Contemporary llcvietc for October, 1909, there appeared 
a highly picturesque article on the Berlin Labour Exchange, 
signed ‘'Eulenspiegel,” which containt^l these words : — “In con- 
nectioji with tin* admirable syshun of insurance in Berlin, an 
institution is b(ung carried on when'by the evils and sufferings 
resulting from unemployment are reduced to what is, aft(^r all 
the multiplex circumstances of the case have been duly weighed, 
a humanly rational minimum.” This institution turns out to be 
the Berlin Central Jjabour Exchange. It is well to remember, 
however, that this institution, at the highest estimate, does not 
fill one-third of the total places filled by labour exchanges in 
Berlin, and that, in spite of the efforts of all the labour exchanges 
in Berlin, at least two-thirds of the workmen still get work by 
turning up at the factory gates, by answx^ring advertisements, or 
through the h(dp of the profit-making agencies. 

As far as labour exchanges are concerned, the most striking 
feature in Germany during recent years has been the phenomenal 
growth of the Employers’ Labour Exchanges. Between the 
years 1904 and 1908 the number of places filled by them has 

J Tho accuracy of all those figures has been hotly disputed by the rival parties. 
The writer is satisfied, however, that they furnish a rough idea as to tho proportion 
of places filled by the rival exchanges. Under the Employers’ Labour Exchanges 
have been included the exchanges of the Innungen or guilds. 
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probably doubled, and there has been an even more phenomenal 
increase in 1909 and the first part of 1910. The first Employers' 
Labour Exchange was started in Hamburg as early as 1889 in 
the iron and steel industry. From thence, some years later, it 
spread to the shipping and docking industry, notably in Hamburg, 
where the Employers’ Labour Exchanges have now almost com- 
plete control of the market. But the year 1909 formed the 
critical year in the history of Employers’ Exchange^. The 
Greneral Federation of Employers in the building industry 
decided to start labour exchanges, and made an effoit to insert in 
the new agreement with the men a clause which ran “The 
labour exchanges established or to be established by the employers 
are to be recognised anu used to the exclusion of all other methods, 
by employer and employed alike. The management of the labour 
exchange is to follow lines laid down by the employers, and the 
whole cost of it is to be met by the employers.” This agreement 
between masters and men was to come into force in April, 1910. 
The demand by the masters for a compulsory use of the exchange 
was one of the chief causes which led to the huge lockout of 
200,000 men in the building trade from April to June, 1910. 
Finally, the matter is left undecided. The employers retain their 
labour (exchanges, though they have not been able to insert the 
compulsory clause in the agreement. Also, in 1909, the em- 
ployers in the mining industry decided to start a compulsory 
labour exchange in the Khinc-Westphalian mining district, and 
the matter formed the subject of a special discussion in the 
Eeichstag. But, in spite of this, the employers have started 
their exchanges, though they have not yet been able to enforce a 
completely compulsory use of them upon the men. 

Tn the present year there has been carried through the Eeichs- 
tag a new law of the utmost importance and fraught with 
immense possibilities. It is ostensibly and primarily directed 
against the private employment agencies which make a livelihood 
from their work, Eecent investigations have shown that these 
agencies are often contrary to the best interests of the public. 
Huge fees arc charged, and sometimes even bogus technical 
schools have been started by these agencies to attract people to 
them. In future, the fees are to be fixed by the magistrates, 
wholiave power to close any agencies if they see fit, and to refuse 
to allow new ones to be started if, in their opinion, the 
demand is already mot by the public labour exchange. No fees 
may be charged except for places actually found, and no private 
employment agency may be set up in conjunction with public- 

A A 2 
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houses, lodging-houses, tobacco shops, pawnshops, or lottery 
agencies. The discussion in the Eeichstag was of great im- 
portance as showing the attitude of the public. An amendment 
was proposed by the Socialist party to make labour exchanges a 
State monopoly. This was rejected by the Eeichstag ; but the 
Secretary of State, Herr Delbriick, made no concealment of the 
fact that, in his opinion, the ideal was the public impartial labour 
exchange. So great was the influence of upholders of public 
exchanges that, in spite of strenuous opposition from the em- 
ployers, a special clause was inserted which allowed local authori- 
ties to extend most of these regulations, not only to the profit- 
making agencies, but to the others as w^ell, with the power of 
closing those which were clearly against the interests of the 
public. It was clear from the discussion that a way was thus 
opened for the more democratic Governments in the south, such 
as Baden and Bavaria, to proceed by law against the Employers’ 
Labour Exchange. As a writer in Soziale Praxis says : — “There 
is no doubt that this weapon, even if it be not used for years, 
yet hangs like the sword of Damocles over the head of the huge 
and unscrupulous labour exchanges of the employers.” 

It is of great importance to England to discover what are the 
causes of the growth of the Employers’ Labour Exchanges. 
There is no doubt that federation among the German employers 
is more highly developed than among the English. The amazing 
growth of the Kartell System is a proof of this, and the more 
theoretic training of the German employer has shown him what 
a powerful weapon the Employers’ Exchange can be. For 
instance, if a strike breaks out in a firm, the Employers’ Ex- 
change can insist on the workmen who come to the exchange 
going to this firm ; and if they refuse to be blacklegs, the exciiange 
can shut them out from all other work. Further, it enables them 
to keep a complete black-list of all dangerous characters, or, to 
quote one of their phrases, “Socialists and other agitators.” 

This side of it is easily explicable, and gives food for reflection 
as to how far it may not be advisable in England for State action 
to be taken to guard against the danger of labour agencies being 
used as a weapon by either masters or men. 

But it would be unfair to the employers to say that their labour 
exchanges have been started merely as weapons against the 
workmen. Conversation with a large number of employers has 
convinced the present writer that there exists a great deal of 
dissatisfaction on the part of employers with what they call the 
unbusinesslike methods on which the public labour exchanges are 
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conducted. When one visits, for instance, the Employers* 
Labour Exchange in Berlin for the metal industry, and then the 
Public Labour Exchange, one is impressed with the immense 
superiority of the Employers' Labour Exchange from the purely 
business point of view. The manager of the Employers* Ex- 
change for the metal industry has not only studied statistics and 
political economy at the university, but is also thoroughly con- 
versant with all branches of the metal industry. ITnder him he 
has sixteen assistants, more than the entire staff of the Public 
Exchange for all the many industries with which it has to deal,^ 
and these assistants, having also a thorough knowledge of every 
branch of the metal industry, can consequently respond to the 
wishes of the employers far better than the officials of the Public 
labour exchange. Then, again, in the Public Exchange in 
Berlin, only men on the spot in the waiting-room are engaged. 
In the Employers’ Exchange hundreds of postcards are sent out 
to the men every week advising them about work. 

The chief objection of the employers centres round the question 
of selecting workmen. In the employers* newspapers and maga- 
zines one finds it asserted again and again that the Public Labour 
Exchanges send out the men according to the order in which 
they have registered themselves. In the official organs of the 
Public labour exchange this charge is perpetually and indig- 
nantly refuted. Truth, as is often the case, lies in the mean 
between the two. 

In England, except among those actually responsible for the 
working of the labour exchanges, comparatively little interest has 
been aroused over what is in Germany a burning question, 
namqly, by what method the manager of the labour exchange is to 
allot the work amongst the applicants. In England at present 
there are no regulations laid down. Everything rests with the 
manager. Thus, to take an extreme instance, in a dock town, 
if a manager could persuade both employers and employed to 
use his exchange, he could set to work to decasualise dock labour 
without any Act of Parliament. For if he has a thousand 
applicants a week for five hundred casual jobs, he could give all 
the jobs to one-half the men and none to the other half. 

In^ Germany, on the other hand, after years of experience, a 
tradition has gradually been built up. The director of the labour 
exchange has had to steer between two rival claims, those of the 
employer and those of the employed. 

* The Westphalian Union of Mining Employers has estimated in its budget for 
an expenditure of no less than J^15,000 for the Labour Exchanges in this coal 
district, 
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The employer’s demand is easy and plain. He requires that 
the manager of the exchange shall pick out three or four of the 
most suitable men and send them to his factory, leaving him to 
select from amongst them those who suit him best. But this 
is not so easy as it seems. In the first place, in Germany as in 
England, a great number of managers have very little practical 
experience of business life, and it is extremely hard by looking at 
a fitter or a turner to say whether he is a capable workman or 
not. And especially in the case of the more unskilled industries, 
there may be in big towms a hundred or more men equally suit- 
able for the post, and in this case some method of selection must 
be adopted. 

What the workmen demand we can see best by reference to 
two most remarkable labour exchanges, the so-called impartial 
exchanges of the browing industry and the printing industry. 
Both these arc regulated by a joint committee of masters and 
men. In both, but especially in the printing industry, the men 
are extremely well organised. The print(‘Ts claim that 98 per 
cent, of the men are in their union. Every trade unionist is 
pledged to accept work only through this impartial labour ex- 
change. The employer is not so pledged ; but as all the printers 
belong to the union, he is p/ractically compelled to take 
his men through the labour exchange. The men have in- 
sisted that the manager of the exchange shall be compelled to 
register them all in the order in which they apply for work, and 
send them out in turn, except when he is convinced that they 
are not suitable for the particular job. And wherever the work- 
men have the upper hand, their labour exchange always keeps as 
far as possible to the order in which the men have registered 
themselves. 

And their claim is not lightly to be dismissed. In the printnig 
trade, for instance, the masters often ask for youths because they 
arc cheaper, but the manager of the labour exchange strictly 
follows the list, and sends out, it may be, some older men and 
some younger. The adherence to the list has a groat advantage 
for the older men, who find themselves thus on an equality with 
the younger. And as l^he ypunger realise that some time they, 
too, will grow old, they are also ready to give up present for 
future advantages. It also has the tendency of distributing the 
pressure of unemployment rather more equally over the workmen. 
Simply by the lottery of fortune in England one capable workman 
may be a long time out of work, while another may have the 
good luck to get a post each time he applies. By the method of 
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following the list all have an equal chance. But, it may be urged, 
what about the employers — will they not get inferior men? In 
reply, the trade unionist answers that an employer is not obliged 
to engage a man if he be unsuitable ; and even if ho does engage 
him, he can dismiss him after a few days. It is quite possible 
that an inferior w^orkman may get sent around to all the employers 
and get rejected by them all, unless some employer, pressed for 
men, gives in and takes him. Thus the trade unions claim that it 
need not mean that the employer gets inferior workmen, but it 
does mean that the work is more evenly allotted, and that older 
and younger men have a fairer share of employment. In some 
cases, too, this much latitude is allowed to the employer: that 
one out of cv(;ry four oi five of their employees may be engaged 
other than through the exchange. 

What, then, is the attitude of the public labour exchanges 
between these conflicting clajrns? 

The German managers cionfcss that many mistakes were made 
in the past which did much to alienate the cmjiloyers from the 
exchange. In many cases labour exchanges were regarded more 
as a means of finding work for the work less than as a means for 
finding the most suitable men for the most suitable posts. As 
long ago as 1902 the groat authority on German exchanges 
wi'ote : — “The better the labour exchanges are organised, the 
less will they be used by men actually out of work, and the more 
will they be usc^d by men who arc likely to fall out of work or who 
desire a bettor post.” But, in spite of these wise words, the 
Berlin Labour Exchange still makes it a rule to deter men who 
are still in work from making use of the exchange. Past tradi- 
tions die hard, and many employers still regard the labour ex- 
changes as a device for finding wwk for inefficient “out-of- 
works.” 

But as the years have gone on there has gradually grown up 
among the public labour exchanges a more or less uniform 
method of dealing with the problem of allotting work. A circular 
on this point w^as recently addressed to all these exchanges, and 
from the answers it was plain that an overwhelming majority 
wwe in agreement at least upon the theoretic answer to this 
problem. 

When the employer demands men the labour cxcliange must, 
before all things, have an eye to the efficiency of the men. As 
we have before said, it is extremely hard for managers without 
actual experience as foremen in an industry to select the right 
people, but they make the attempt, in which they are helped by 
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the insurance card, which gives evidence whether the man has 
been regularly employed or not. Next, the choice should be 
given to the employer, and, if possible, two or three men should 
be sent to him. 

But what about the workman? In this case a choice should 
also be given him between employers. In some cases he is given 
the name of two or three employers, and he is allowed to choose 
between them ; but if he is sent out to two or three, this makes 
it infinitely harder to get a reliable record of the posts filled ; so 
more frequently he is allow^ed to refuse any particular post and 
wait for another, or else no choice at all is given to him. 

But, further, there is the problem, especially in the case of 
unskilled labour, of there being a great many men equally suit- 
able. In Berlin, and in many other towns, all the names are 
entered into a book or on to cards in the order of application. 
First, preference is given, if capacity is equal, to those who have 
been there the longest; and then, after that, preference is given 
to married over single, and to those with many children over 
those with few. The more unskilled the w^ork, the greater the 
prominence given to these considerations, especially in a labour 
exchange like Berlin, where there often sit over one thousand 
unskilled men in the large hall, of whom the majority are pre- 
pared to undertake various kinds of digging and navvying work. 

In this w^ay the public labour exchanges try to hold the balance 
between the two as far as the problem of allotting work is con- 
cerned. But there are wuder issues involved with which w^e must 
briefly deal. All the managers whom we have questioned reply 
without any hesitation that, so long as they can satisfy the em- 
ployers, their aim is to give out work according to need. /Ihe 
older and married men need it more ; therefore they should have 
it. In England, on the other hand, it is noticeable that on the 
application form the question as to marriage is not even asked. 
The Germans claim that in the interests of the nation it is just 
and right that those who have the burden of the family should be 
favoured as far as possible. 

It will be obvious to all that one cannot judge of the success 
of a labour exchange solely by considering the number of places 
which it fills each year. A great deal depends upon whether the 
posts are permanent or merely temporary. The Berlin Central 
Labour Exchange publishes some interesting figures upon this 
point. In 1908 it filled 57,655 places for men, but the actual 
number of men who got work was only 25,556. One workman 
got work no less than sixty times in the year through the labour 
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exchange, while fifty-nine got work between twenty and thirty 
times during the year, in some cases only for a few hours. This 
raises an interesting point. In theory it may be said that the 
more difficult it is for an employer to get men at a moment’s 
notice, the more likely he will be to employ men regularly, whilst 
if he can ring up a central labour exchange and get them at a 
moment’s notice, the more inclined he will be to dismiss them 
the moment a job is finished, and ring up the exchange for fresh 
labour when a new job begins. 

Many of the leaders of the trade unions assured thvj writer that 
the system of employing men for short periods sometimes a few 
hours, was on the increase. And even some of the managers of 
the labour exchanges admitted that the exchange was helping on 
this tendency. But it was impossible to get much statistical 
evidence upon this point even from the Imperial Statisuical Office. 
One very interesting piece of evidence, however, as to the growth 
of employment for short periods can be got from the figures of 
the labour exchange in the Berlin brewing industry, managed by a 
joint committee of* masters and men. A careful record has been 
kept of the number of permanent posts filled, and the number 
of the posts where the employer expressly declared that he only 
wanted men for a short period. Out of every hundred posts filled 
since 1900 the proportion was as follows : — 


1900 


Permanent 

Posts. 

68 

Temporary 

Posts. 

42 

1901 


47 

63 

1902 


39 

61 

1903 


37 

63 

1904 


36 

64 

1905 


34 

66 

1906 


36 

65 

1907 


31 

69 

1908 


23 

77 

1909 


22 

78 


From a system of employment for short periods to a system 
of casual labour is not a far stop. It is obvious that, if by some 
mischance there are too many men in any particular industry at 
a given moment, the shorter the period of employment, the more 
chance have all of them to secure at least some share of the 
work. All the managers of the German labour exchanges whom 
we questioned declared that their aim was, so long as they could 
satisfy the employer, to distribute the work as far as possible 
amongst all the applicants. It may bo that in Germany industry 
is too new for the problem of under-employment to have become 
acute. Many trade unionists declare that it is already acute, but 
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'in the absence of statistical evidence we must leave the question 
open. One thing, however, is clear. Given too many men in 
any industry, and given a labour exchange doling out casual 
work in turn to all of them, instead of draining the surplus pool 
of labour, the labour exchange might even have the effect of 
increasing the size of the pool. The problem is one which re- 
quires careful attention, and seems to emphasise the fact that 
twenty years of experience in Germany has not yet hit upon 
the right method to be adopted in the allotment of work among 
the applicants who crowd the labour exchanges. 

J. St. G. Heath 



THE MOVEMENT FOR INTERNATIONAL LABOUR 

LEOISLATJON.' 

The international side of the Labour movement can be traced 
back to 1836, when some German exiles in Paris formed a secret 
society, on a communistic basis, under the name of the “League 
of the Just.’’ Three years later it became involved in a rising 
in Paris, and so canic to London, where it mcc workmen of other 
countries, became avowedly international in character, and had 
impressed upon it Marx’s doctrine of the necessary unity and 
solidarity of the Proletariat movement all over the world. In 
18l7 a Congress was held in London under the auspices of Marx. 
The Association was christened the “Communist League,’* and 
the following year was famous for the publication of the “Com- 
munist Manifesto ’’ of Marx and Engels. This marked the climax 
of the first “International Association of Working Men.” The 
year of European revolutions was succeeded by a rcjaction and a 
period of industrial prosperity. This combination of events put 
an end, for the time, to any chance of the success of revolutionary 
methods. 1852 saw the end of the Association. 

The subject of international labour legislation was not entirely 
dropped. During the next few years it was brought forward 
prominently by an Alsatian manufacturer, Le Grand, and in 1856 
there was an International Conference on Poor Relief, to which 
most of the European Governments sent representatives. 

In 1862-63 French wwkmcn sent deputations to London, in 
the first year to visit the Exhibition, and this move had the sup- 
port, both moral and pecuniary, of the Emperor ; but no definite 
step was taken until 1864, when a large meeting of working-men 

^ An attempt has boon made in the following article to give some analysis of the 
motfves underlying the movement for International Labour Legislation. A recent 
article by Professor Francke (June, 1909) covered some of the historical ground, so 
to avoid over-lapping, no more than a passing reference has been made to the Berlin 
Conference of 1890, and to the rise and development of the International Associa- 
tion for Labour Legislation, both of which were fully dealt with by him. It 
seemed, however, necessary to give a short sketch of the history of the movement 
before proceeding to analyse it, • . 
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of all nations was held in St. Martin’s Hall, at which Marx was 
present. This was the inception of the movement properly called 
“The International,” and it was at this meeting, attended by fifty 
representatives of foreign countries including twenty-five from 
England, that the constitution of the Society was drawn up. A 
General Council was appointed to sit in London. The president, 
treasurer, and general secretary were all Englishmen, namely, 
Odger, Wheeler, and Cremer. The working-men of each nation 
were recommended to unite in national bodies, and these were 
to be represented on the General Council by a corresponding 
secretary. The Council was to summon annual congresses, and 
to exercise an effective control over the affairs of the Association, 
but local societies were to have free play in all local questions. 

The first Congress of the “International ” was held at Geneva 
in 1866, then at Lausanne in 1867, at Brussels in 1868, and at 
Bale in 1869. The documents relating to these congresses have 
mostly been lost in America, but according to the report of the 
Congress at Bale, the countries represented were England, 
France, America, Belgium, Germany, Austria, Switzerland, 
Italy, and Spain. The Trade Union leader, Applegarth, was one 
of the English delegates. It was at this Congress that Bakunin 
was a delegate from Lyons, and that he and his associates were 
at variance with Marx. 

For the next two years the proceedings of the “International ” 
were interrupted by the Franco-German War and the events that 
followed it. The Congress had arranged to meet in Paris in 1870, 
but the war rendered this impossible, and the following year saw 
the strange and transitory phenomenon of the Commune. The 
precise relation between it and the “International” has never 
been exactly explained. It seems clear that some French members 
took part in it on their own responsibility, that Marx commended 
it after its fall, and that there was doubtless a strong element of 
Socialism in the abortive attempt, although it was primarily 
political in aim. 

In 1872 there was a Conference at The Hague. This was the 
occasion of the rupture between the Anarchists and the Marxivsts, 
which ended finally in the defeat of Bakunin and the expulsion of 
his followers. But the triumph of the Marxists proved to be 
merely nominal. The seat of the General Council was removed 
from London to New York, and this proved the beginning of the 
end. The sixth Congress was held at Geneva in 1875, and then 
the “International ” gradually expired. 

From the death of the “International ” until the present day, 
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the history of this movement is the history of the various con- 
gresses, Trade Union, Socialist, official, and unclassified. It is 
difficult to trace any conscious effort at continuity through them ; 
often two International Congresses are held in the same year, 
without any relation to one another, and, although an attempt has 
been made in this paper to note the chief congresses of each year, 
it must not be supposed that the list is by any means exhaustive. 
To give one instance alone, nearly every large Trade Union has 
now an annual International Congress, and the last few years 
also have seen the rise of the international side of such questions 
as Women’s Suffrage, Anti-Vivisection, Uree Trade, Peace, &c. 

Between 1871 and 1876, various suggestions were made by 
Germany and Swit/.eriand with regard to international action 
on labour matters, and in 1861 the Swiss National Council 
decided to call the Council together for an International 
Labour Congress, but, as the Manchester School was then exer- 
cising a predominant influence, nothing was done. In 1883 there 
was an International Congress at Paris, in which English Trade 
Unionists were persuaded to take part, and in the same year the 
Swiss workmen at Zurich decided to combine with the Working- 
Men’s Association in Germany and France, and to agitate for 
international legislation. In 1886, in the French Parliament and 
in the German Diet, the working-men’s representatives asked their 
respective Governments to take the initiative in this matter. The 
English Trade Union Congress was in favour of the movement, 
and in Switzerland its pioneers, Scherrer and Decurtins, agreed 
upon a programme of social reform. In the same year the Grutli 
resolutions were passed recognising the necessity for international 
legislation to ameliorate the social condition of the working 
classes, by raising the age of child labour, limiting the working 
day, and prohibiting industrial poisons. The same year saw an 
International Trade Union Congress at Paris, at which the chief 
measures that were urged to be passed by international convention 
were those relating to child labour, suppression of night work 
except under special circumstances, and an eight-hour day. 

1888 is important as being the year in which the first Inter- 
national Trade Union Congress was held in London, and in the 
following year the greatest of all the Socialist congresses was 
heft in Paris. This was chiefly remarkable for the dispute between 
the two parties, the uncompromising Marxists w^ho would have 
nothing to do with political action, and those Socialists who were 
ready to co-operate with the Democratic Party. 

In 1890 the first official Congress in connection with this 
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subject was called by the German Emperor, and seven years later 
the “International Association for Labour Legislation^’ was 
started at Zurich. 

]t is extremely difficult to arrive at a definite understanding 
of the principles underlying International Labour legislation. 
That they arc many and varied is not, perhaps, to be wondered 
at, but that they should be contradictory — both explicitly and 
implicitly — is surely unnecessary, and points to considerable con- 
fusion in the minds of those who have forwarded the movement 
m one way or another. But amidst all this confusion, much of 
which still exists, it cannot bo denied that, in the last twenty 
years, a great change lias been brought about in the conception 
of Labour legislation, both national and international. When, in 
1890, Ijord Salisbury replied to ]hsmarck’s letter inviting England 
to the Berlin Conference, he said: “If the words ‘agreements 
in regard to a limit for the length of the working day ’ imply a 
policy of direct legislative restriction upon tho liberty of adult 
male workmen to work as long as they please, it is right to say 
that the principles of legislation accepted in this country w^ould 
precludtj Her Map^sty's Government from making such a proposal 
to Parliament. If, howeviT, they only suggest provisions for 
facilitating the (*onclusion of free agreements upon this matter 
betweem employers and omjiloyed, Her Majesty’s Government 
have no exception to take to its inclusion among the subjects.” 

The German Ambassador in London reassured Lord Salisbury 
by telling him that the investigation was to be concerned with 
the lot of operatives and miners, and that these questions, being 
outside the range of politics, were w'ell adapted for examination by 
experts, a remark which has its signification as illustrating the 
restricted conception of the sphere of politics surviving at that 
date. 

Wc can make a first approximation to an analysis of the 
principles of the international movement by distinguishing two 
views : 


(1) The humanitarian view of the Brotherhood of Man and 
the solidarity of the Labour movement ; and 

(2) The view of exclusive nationalism, that finds expression 
in the of self-preservation and in the alleged necessity 
for nations to hedge themselves round by means of Protective 
tariffs, so tliat tlujir more advanced Labour legislation will 
not make theni fall a prey to their commercial rivals. 



1910] MOVEMENT FOR INTERNATIONAL LABOUR LEGISLATION 351 


(1) The Brotherhood of Man, 

It is clear from the history of the movement that International 
Labour legislation is not confined to any parci(Hjlar party within 
each State, but much of the impetus has undoubtedly been given 
by the ideal of the Brotherhood of Man, which is supposed by 
many to be a necessary characteristic of Socialism. 

Especially is this the case with the original international 
movement (18G2~73), which seems to have been inspired by this 
idea, and by the intellectual recognition of Marx’s docirino that 
the “Proletariat has no country.” In 1868 a threatened war 
between England and the United States was opposed by th(‘ 
Trade Union Congress on the ground that “Our cause is the same. 
It is a war betw^een th( poor and the rich. Everywhere Labour is 
in an interior position; every when^ t’apital is the same tyrant.” 
War was declared instead against the aristocracy of i'nance. 

At the Socialist Trade Union Congress in London in 1896, 
when the important international questions at issue wTre almost 
lost sight of in the quarrel between the Anarchists and the 
Marxists, one dolc'gato repudiated the idea that tliey were there 
for the I'lurpose of representing nationalities, and asserted that 
they wer(i met to affirm the Brotherhood of Man. The disorderly 
proceedings may have seemed a strange method of proof, and 
under the circumstances it was perha}>s necessary to emphasise 
the i)oint. This is the* creed that one would expect of an inter- 
national movement, but it is not the only view held by the 
promoter’s of inUTiiationalism, as will be apparent from a con- 
sideration of the second point. 

(8) NationaUsni — Late oj Sell-preservation. 

At the Congress of the “International” in 1869, the possible 
antagonism betwcxri nationali.sm and internationalism w’as faced. 
It was ui’ged that, not only must the war between Capital and 
Labour be (jssentially international, but that there must be an 
international federation of national societies, as the only effectual 
safeguard against the importation of black-leg labour. From a 
Trade Union point of view this is a very real danger, but measures 
taken to prevent it may go further and aim at preventing all 
lower paid labour from entering the country. The International 
Trade Union Congrevss at Paris (1886) protested against the action 
of certain English capitalists who had started factories in France 
so as to profit by the lower wages there to compete against the 
English workmen. It was also asserted that the Belgians are 
in the same relation to the English as are the Chinese to the 
Australians, and, since it had been proved possible for capitalists 
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to take advantage of these differences and to pit the workers of 
one country against those of another, it was necessary that the 
workers should themselves organise to prevent this kind of com- 
petition. It is urged that it is not as foreigners, but as non- 
unionists, that it is necessary to take precautions against the 
workmen of other countries, but, since there are certain nations, 
such as the Chinese, whose standard of life, and therefore of wages, 
is much lower than that of Western nations, the question tends 
to become one of race. Thus the argument amounts to this : 
Unless some sort of international agreement is made, the lower 
wage nation will be forced by economic considerations to undersell 
the higher wage nation. 

The point at issue is not whether such protection by means of 
international agreements is right or wrong, wise or foolish, but 
merely whether it is consistent with the expressed belief in the 
Brotherhood of Man. It is one thing to pass resolutions at Inter- 
national Socialist Congresses in favour of the possession by the 
labourer of the means of production and exchange, and to express 
world-wide sympathy with any attempt in this direction, and 
quite another thing to welcome foreign workmen who may be 
the tools used by employers to lower, or to prevent a rise of, 
the existing standard of life. 

It is felt that it is only ignorance of the conditions of work 
that prevents the foreign workman from sacrificing his self-interest 
to his enthusiasm for the solidarity of the I^abour movement, 
and this assumption belongs to the most idealistic side of the 
international movement, but instances are not wanting to prove 
that it is practical as well. During the strike of the Amalgamated 
Society o(.' Engineers in 1871, Mr. and Mrs. Sidney Webb say 
that, “in spite of the active exertions of the ‘ International,* 
several hundred foreign workmen were imported, but many of 
these were subsequently induced to desert.^ Here the ‘ Inter- 
national * was of use. At Burnett’s instigation, the Danish Secre- 
tary in London proceeded to the Continent to check this immigra- 
tion, his expenses being paid by the A.S.E.” ^ The writers claim 
this successful resistance of imiX)rted black-leg labour as a triumph 
of internationalism, but when the same theory is applied, per- 
manently and not temporarily, it will be a triumph of pure 
nationalism. 

This aspect of the matter is so closely connected with the 
foreign competition argument that the two cannot be separately 
discussed. 


^ History of Trade Unionism, p. 301. 


Ibid., p. 301, note. 
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The foreign competition argument is one of the most important 
of all those raised in connection with this question. It is more 
often used by employers than by workmen, and there can be little 
doubt that it is the necessity, real or imagined, of adequately 
meeting this objection that has, to a considerable degree, actuated 
the course of International Labour legislation. The workmen 
find, when they are brought into communication with w^orkmen 
of other countries, that “foreign competition” exists Oii the 
Continent as well as in England,^ and the discovery made them 
sceptical as to the soundness of this olijection of the employers to 
any increase in wages or shortening of hours. Still, we find the 
President of the Trade Union (Congress in England (1880) urging 
that more missionary wo.k in Unionism should be carried out on 
the Continent, because it would not only b(^ for the benefit of 
W'orkers in other countries, but it would remove some of the unfair 
competition from which TIritish manufacturers suffered. 

It is undeniable that the motive of the official congresses — 
those at Berlin, 1890, and at Berne, 1905-6 — was the necessity 
of meeting the difficulties involved in competition between 
countries with different standards of Labour legislation. Bismarck, 
in his lettcir to Lord Salisbury (1890) inviting England to 
attend the Conference, says : “The competition of nations in the 
trade' of the w^orld, and the community of interests proceeding 
thonjfrom, makes it impossible to create successful institutions 
for the benefit of working men of our country without curtailing 
that country’s power of competing with other countries. Such 
institutions can only be established on a basis adojited in common 
in all countries concerned.” 

Sixteen yc^ars later, Mr. Herbert Samuel, reporting upon the 
ConfeVence at Berne (1905-6), called by the Swiss Government in 
conjunction with the “International Association tor Labour Legis- 
lation,” said : 

“It is obviously desirable that, when circumstances permit, 
restrictions on industrial methods intended for the benefit of the 
workers employed should bo adopted in competing countries at 
the same time and in equal degree. But they (the Government) 
have intimated their opinion that every effort should be made to 
secure that agreeineiits entered into with this object should cover 
all the countries whose competition may be serious.” 

It has been the fate of every fresh step in social legislation, 
in England at least, to be met wdth the objection of the danger from 
foreign competition. From the first suggestion of Factory Acts 
^ “ Report of British Delegates to Workmen on strike at Decazeville.” 

No. 79. — ^VOL. XX. * B B 
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in 1818 down to the recently passed Trade Boards Bill, this argu- 
ment has been used as freely and as irrelevantly as has the widows 
and orphans appeal. Time after time experience has disproved its 
prophecies. The dismal predictions as to the future of England’s 
iiianufacturing industry have not been fulfilled. Schulze 
Gaevernitz, in liis exhaustive study of the cotton industry in 
England, brouglit forward an array of facts to prove that low 
wages are dear, that production under sweated conditions is not 
nuilly economical, and he established the truth of the proposition 
— so far as this particular industry was concerned — that those 
nations whose social policy was most advanced, were not thereby 
handicapped in the coniiietition of the world’s markets. Although 
few would deny this fact, it is felt that the case cannot be so 
summarily dismissed, and that “while no country ought to bo so 
short-sighted as to hesitate to make regulations which are really 
vital to the well-being of its people, because its rivals lack the 
insight to imitate them immediately, a limit is soon reached, and 
further advances must be conditional to the action of com- 
petitors.” ^ 

Thus it would seem that, at the present state of the problem, 
legislation which must be a burden upon industry, though a 
legitimate burden, cannot advance beyond a certain limit unless 
the advance be general. An exact definition of this limit is want- 
ing ; perhaps the nearest approach to it is the following : 

“Any advantage conferred upon the worker which burdens 
the employer without increasing the efficiency and the value of 
the work performed makes it still harder to maintain a position 
in the markets of the world.” ^ But, as to what advantages do and 
what do not burden the employer without increasing the efficiency 
of the work, is left as vague as before. 

As opposed to those who are fearful of foreign competition, 
there is the orthodox Free-Trade School. This argues from the 
doctrine of comparative costs, that the determining factor in 
foreign trade is not actual cost of production between countries 
but relative costs within those countries. 

The question is not whether England can produce manu- 
factured goods more cheaply than can other nations, but whether 
she can produce them at a less labour cost than she can produce 
other goods. Legislation which is uniform throughout a country 
cannot aftect n'lative costs, and thus, it is argued, it does not 
affect foreign competition. The j^osition is not always stated so 
baldly, but there is a considerable body of opinion in these matters 

* Morning Pos^, June 29th, 1909. - Morning Pont, Aug. 24 tb, 1909. 
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that rests partly upon this theoretic justification of Free Trade, 
and partly upon the practical argument that no disaster has 
befallen our industries since the introduction of the Factory Acta. 
This argument does not tally with the one I have just 
examined. If the former be accepted, then the international side 
of the Labour movement becomes even more important than the 
national side. Social legislation will become mainly dependent 
upon international conventions, and it will be increasingly difficult 
to separate those questions which are, and those which are not, 
affected by foreign competition. If, on the other hand, the 
orthodox Free Trade theory be applicable to this case, then the 
whole of the international movement, apart from the emotional 
aspect of the old “International** and the humanitarian aspect 
of the modern movement, rests upon a fundamental fallacy as to 
the nature of foreign trade. 

It is seldom, indeed, that the Free Trade argument is pushed 
to its logical conclusion. The theory is admitted to be sound, but 
when it is seen that in practice it would involve a considerable 
amount of dislocation and hardship, a vague appeal is made to 
international conventions to tide over the difficulty. It is much 
to be regretted that the practical interpretation of International 
Labour legislation — the conventions relating to night work for 
women and the prohibition of white phosphorus in the manu- 
facture of matches — should be of a nature to contribute so little 
towards the theoretical solution of the problem. The abolition 
of a practically obsolete exemption in a section of the Factory 
Acts, was all that was necessary to enable England to be a 
party to the first Convention, and the Bill for the prohibition 
of white phosphorus was of a rather special nature, as the 
substitutes were strictly patented in England. Thus, neither of 
these cases really touches the question of a general handicapping 
of a nation by means of improved Labour legislation, and there- 
fore the argument must remain for the present in the region of 
theory. 

The foregoing analysis leads us to the conclusion that the 
exact relation between International Labour legislation and 
foreign trade cannot be settled d(ifinitely either by theory or by 
practkjc. There is no finality about the argument from practical 
experience, because the cases arc never so similar as to allow of 
an argument by analogy. Neither can the argument from theory 
hold its ground in the face of practical experience that has so 
often given a direct proof of the fallacy of its predictions. In so 
far as there is any conscious theory upon the subject, it is for the 
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most part vague and to a certain degree contradictory, or, rather, 
there is no clear distinction drawn between the opposing theories 
of nationalism and cosmopolitan humanitarianisrn. The question 
then arises whether these two are fundamentally separate or 
^^hether they can be harmonised with one another, and, if so, 
along what lines. 

It would seem to be as a safeguard that international con- 
ventions arc nc'cessary. It may be held that the reason why 
England’s industrial advance was not checked, even temporarily, 
by the Factory Acts, was because the accompanying circum- 
stances were stiong enough to have counteracted any backward 
tendency. Therefore, it may be necessary to provide for a time 
when the conditions arc not so favourable. If, too, there exists 
a widespread fear, whether or no it can be justified, of the 
handicapping of native industries by social h'gislation in advance 
of that of foreign competitors, it w'ould be a distinct advantage 
to organise such legislation on international lines. 

During the recent Swedish strike, the International Trade 
Union C/origress protested against imported labour to aid the 
employers, which imjwtation is merely another aspect of the 
international (|uestion. Employers, as well as workmen, federate 
internationally, and the weapon which they are thus ciiabled to 
wield — mutual help during strikes— is what the intcjrnational 
federation of workers is formed to destroy. Where, therefor(‘, 
one int(‘rnational army is op])os(id to anotheu*, equally inter- 
national, the issue cannot bo one of inhumationalisin, and it 
resolves itself into a ])hasc of the class war— that view^ of society 
w^hich cuts right across political ))oundarjes. There are, tluiu, 
two aspects of this movement : In so far as the question is one 
of men against masters, it can be better fought on international 
lines: but, in so far as it is a question of actual wage-earning 
within a country, then there is a tendency for exclusion on 
national lines. 

To summarise. The movement for International Labour 
legislation is not confiiu'd to one party, though there is a theory, 
the truth of which w^o have tried to examine, that Socialism 
must be international, and, as a mattcu* of fact. Trade Unions 
have been forced to take np a definite position with regard to 
strikes, at home and abroad, and the immigration of non- 
unionists of dilfercnt nationalities. Measui*cd by legislative 
results, the most enthusiastic supporter of the movement must 
admit that it has not been prolific. The White Phosphorus 
Treaty, the prohibition of night work for w^omen, and the equal- 
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isation of conditions of workmen’s insurance in various countries 
is the sum total — for the legislation that took place as a result 
of the Berlin Conference was not exactly of the same kind. No 
International Convention was signed by the Powers : several 
resolutions were passcnl, wliich wore not binding as such, but 
were supposed to act as a basis for national legislation. 

But although ui*) to the present the results are few, it must 
not be forgotkui that it is only since the “International Associa> 
tion for Ijaboiir Legislation” has been started, that any con- 
8(^1011, s and d(djnite line of action has been adoph^d. Thrc^e Con- 
ventions signed by practically all the European Powers of 
importance after nine yciars’ agitation m^jy not prove sucJi a 
barren result, cvv.n if tbo advance in the future be at the sarue 
rate. But there is every reason to think that the advance will 
be more rapid. Although it was s(‘on that much confusion exists 
at pr(‘sc‘nt as to ihe basis of inUamational regulation of industry, 
and although ina-Tiy arguments adduced in its favour arc self- 
con tradi(*tory, if not utt('rly fallacious, still there is a growing 
popular feeling that after a certain point social advance must be 
by means of intertiational regulation. Exactly wdiore that point 
lies, is not, and perhaps cannot be, settled deductively, though 
it is not too mncJi to hope that greater knowledge and better 
means of using it may in tlic future give a firm foundation u).K)n 
which to build. 


D. Shena Potter 



PRODUCERS’ AND CONSUMERS’ SURPLUS. 


§1. ] do not propose in this paper to discuss the diflSculties 
which are encountered when consumers’ or producers’ surplus 
measured in nionej^ is used as an index of consumers’ or pro- 
ducers’ surplus of satisfaction. Those difficulties have, 1 conceive, 
already been fully explored. My problem — logically a prior one 
— is concerned with the difficulties in the way of determining 
producers’ and consumers’ surplus as measured in money. This 
problem was opened up in Mr. Plenry Cunynghame’s celebrated 
article on Some Im'prox'^em.ents in Simple Gf'omeirical Methods 
of Treating Exchange Value, Monopoly, and lient ; ^ it is discussed 
briefly in Prof. Edgeworth’s iTvic'W of Mr. Cuuynghanic’s 
Geometrical Political Economy ^ and at greater length in my 
article, Some Remarks on Utility.^ The lu'c'sent paper aims at 
carrying this discussion somewhat furtlier. It is concerned 
exclusively with long-period phenomena. 

§ 2. There is much to be urged against the employment of 
novel terminology. In the present instance, however, I cannot 
but think that there is more to be gained than lost by this 
procedure. Consequently, I shall begin by setting out a series 
of definitions, some of which involve new phrases. ^ 

Let the supply price of a given quantity x of any product in 
any market be defined as tliat price which is abk', and any lesser 
price than which is not able, to evoke in that market the pro- 
duction of exactly (x -f- ^x) units. ^ 

In like manner lot the demand price of a given quantity x of 
any product in any market be defined as that price which is able, 
and any greater price than which is not able, to evoke in that 
market the consumption of exactly x units. 

^ Economic ,1ouiinal, vol. ii, p. 35, ct se^. 

" Ibid., vol. XV, I). 62, ci scq. ^ Ibid., vol. xiii, p. 68, et seq. 

^ The cumbrous phrasing of this definition is necessary in order to avoid 
ambiguity in cases where the supply curve is inclined negatively ; for in these cases 
a price too small to evoke exactly x units may nevertheless suffice to evoke more 
than X units. The curnbrousness in the definition of demand price is necessitated 
by an analogous cau.se. 
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Let the private ',narginal supply price of a given quantity x 
of any product in any market be defined as the difference made 
to the expenses of production (in terjns of money) of the person 
who would produce the extra units of product, by an increase 
in total production from x to units. 

In like manner let the private marginal demajxd price of a 
given quantity x of any product in any market be defined as the 
difference made to the opliclimity ’ (in terms of money) of the 
person who would consume the extra ^x units of product, by an 
increase in total consumption from x to (x + ^x) units. 

Let the collcctice marginal siipplij price of a given quantity x 
of any product in aii}^ market be defined as the difference juade to 
the aggregate expenses (in terms of money) of all the ])roducers, 
by an increase in total production from x to (.t + Ao^) units. 

In like manner let the collective marginal demnnd price of a 
given quantity x of any product in any market be defined as the 
difference made to the aggregate ophelimity (in terms of money) 
of all the consumers, by an increase in total consumption from x 
to (,t + A.t) units. 

Let the average full expenses of production of a given quantity 
X of any product in any market be defined as the sum of the 
collective marginal supply prici's of all quantities between o and Xy 
divided by x. 

In like manner let the average full yield of ophelimity of a 
given quantity x of any product in any market be defined as the 
sum of the collective marginal demand prices of all quantities 
between o and x, divided by x. 

§ 3. The various sorts of prices, thus distinguished, as adjusted 
to various quantities of output, can be represented by curves. 
The curves relevant to })rod action are (1) a supply curve 
(2) a curve of private marginal supply j)rices SSn, (3) a curve of 
colk3ctivc marginal supjdy ])rices (4) a curve of average full 
expenses of production SS^. Those relevant to consumption are 
(1) a dema.nd curve DDj, (2) a curve of private marginal demand 
prices DDo, (3) a curve of collective marginal demand prices 
(4) a curve of average full yields of ophelimity DD4. It is clear 
that all the four curves relevant to production start at one point 
on the axis of T, and, similarly, that all the four curves relevant 

^ The term ophelimity is clue to Professor Pareto. It is free from eertain 
ambiguities iuvolved in the common English term utility. 

2 In a complete discussion it would be necessary to distinguish further between 
actual and adjudged private marginal supply and demand prices, because people’s 
estimates of the satisfaction that they will obtain from a purchase or the expenses 
that they will incur in making a product are sometimes incorrect. In the following 
pages what is adjudged is assumed to bo also actual. 
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to consumption start at one point on this axis. It is not, however, 
necessary in regard to either set that coincidence shall be main- 
tained throughout the length of the curves. It is, therefore, 
desirable to study their relations. All the curves as employed 
here are, it will be remembered, descriptive of long-period ten- 
dencies only. 

§ 4. First : consider the relation subsisting between the curve 
of private marginal supply prices and the curve of collective 
marginal supply prices. 

The private marginal supply price and the collective marginal 
supply price of any quantity will be equivalent, provided that the 
difference made by aji increase in total production from ,r to 
uni{s to the expenses of production of the person who trould 
produce the extra Aa; units of product is equal to the difference 
made to th(^ aggregate expenses of production of all producers. 
The condition nex^essary to this result is that an alteration in the 
output of one supplier does not indirectly alter the expenses 
associated with a given production of any other supplier. When 
the whole output is in the hands of a single' supplier this con- 
dition is ahvays realised. When the out))ut is in the hands of a 
number of suppliers it is sometimes realised. It would seem, for 
example, to be realised approxijuaiely in some species of agricul- 
tural industry. In this case the curves of private marginal supply 
prices and of collective marginal supply prices will coincide. 

The private marginal supply price of any quantity of output 
will be less than the collectivt^, marginal suyiply price, if an addition 
to the output of one supplier increases the expenses associated with 
a given production of any other supplier. This condition is 
realised, ceteris paribus, in an industry wwk«Ki by more than one 
supplier, employing a raw material the price of which is raised 
when its output is increased. In this case the curve of private 
marginal supply prices, though starting at the same point on the 
axis of Y as the curve of collective marginal supply prices, lies 
below that curve through the remainder of its course. 

The private marginal supply price of any quantity of output 
will be greater than the collective marginal supply price if an 
addition to the output of one supplier diminishes the expenses 
associated with a given production of any other supplier. This 
condition is realised, ceteris paribus, in an industry worked by 
more than one supplier, w^here increased output leads to the 
external economies of improved general organisation — w^hether 
production in that industry does, or does not, obey the law of 
increasing returns as ordinarily understood. In this case the 
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curve of private marginal supply prices, though starting at the 
same point on the axis of Y as the curve of collective marginal 
supply prices, lies above that curve through the remainder of its 
course. 

The relation between the curve of private marginal demand 
prices and the ce.rve of collective marginal demand prices is 
exactly analogous to the one 1 have been describing. The two 
curves are identical, provided that an alteration in the consump- 
tion of one consumer does not indirectly alter the opheLhnity asso- 
ciated with a given consumption by any other consumer ; — a con- 
dition ne(‘(^ssari]y fulfilled when only a single consumer exists. 
The curve of private marginal demand prices iies above the curve 
of collective marginal demaiid price's if an addition to the con- 
sumption of one consumer diminishes the (•phclimity associated 
with a given consumption by other consumers —in cases, for in- 
stance, ot‘ commodities that ai‘o di'sired partly bocauso they are 
rare. Tht^ curves of private marginal demand prices lies below 
the (^urve of colU'.ctive marginal demand prices if an addition 
to the consumption of one consumer increases the ophclimity 
associated with a given consumption by other consumers — in 
cases, for instance, of comnioditic^s that are desired partly because 
they an* (common. ^ 

§ 5 . Secondly : consider the relation subsisting betwx^eri the 
curve of coll(‘ctive marginal sujiply prices and the curve of average 
full exp(Misos of production. 

Iliis relation is ])erfectly precise. Let Q be any jioint on S'aS's 
and P the point on at w^hich a vertical line through Q cuts 

Draw P R K through P, cutting SR-j, in R and the axis of 
y*in K. 

Then, wdum iS'S's is given, P is determined at such a point 
that the area. P R Q is equal to the area R K S. 

It is easily seen that, for all values of x in respect of which 
SSi is inclined positively, ^'^'4 lies below SSa : whereas, for all 
values of x in respect of which SSi is inclim'd negatively, SSi 
lies above SS3; and that, so long as SS3 remains inclined in one 
direction, the distance between P and Q increases the further 
they move towards the right. These propositions arc valid alike 
if*the inclination of SSi is of the same kind throughout, and if it 
is first positive and then negative, or vice versa. 

The relation b(*tween the curve of collective marginal demand - 

^ The divergences summarily mentioned in the above paragraph are discussed 
in Mr. Cunynghame’s article and in my paper Some liemarks on Utility, already 
cited. 
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prices and the curve of average full jnelds of ophelimity is identical 
with the above. Diagrams drawn on exactly the same plan as 
that adopted in regard to supply would show the position of 
DDi to be determined by that of lying below it for all values 
of X in respect of which DD^ is inclined positively and above it for 
all values in respect of which DD^ is inclined negatively,^ 

§ 6. Thirdly : (consider the relation subsisting between the 
supply curve and the t^vo curves of private marginal supply prices 
and average 1‘nll expenses of ])roduction. 

Prima facie, it seems evident that the supply curve and 
the curve of private marginal supply ])rices SSo must be identical. 
Equivalenc(j between these two curves is not, ho\vever, pos- 
sible if the private marginal supply ])rice of any quantity x m\ilii- 
plied by x is less than the average full expenses of production 



multiplied by x. For if, in these conditions, a quantity x were 
sold at the private marginal supply price, the industry as a whole 
would be yielding less than normal returns, capital and labour 
would be driven out of it, and the quantity x would not continue 
to be (tailed out by the private marginal supply price of the 
quantity x. Therefore, in the conditions stated, the supply price 
of a quantity x is greater than the private marginal supply price 
of this quantity. It is evidently equal to the average full ex- 
penses of production of a quantity x. Hence it follows that 
the supply curve SS^ is coincident with the curve of private 
marginal supply pricers SSo for values of x in respect of which SSo 
lies above SSi : and is coincident with the curve of average full 
expenses of production SS^ for values of x in respect of which 
lies below SS4. This proposition holds good whetluT SSi is in- 
clined positively or negatively. If in the annexed figure S R K So 
represent the curve of private marginal supply prices and S Q K Si 

* Cf. my paper “ Monopoly and Consumers’ Surplus,” Economic Joubnal, xiv., 
p. 388. 
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the curve of average full expenses of production, the supply curve 
will be represented hj S R K S4. 

The general result thus reached has a corollary in the special 
case where the curve of private marginal supply prices and the 
curve of collective marginal supply prices are identical. For in that 
case our reasoning shows that the supply curve is coincident with 
the curve of collective marginal supply prices SS^ for values of x 
in respect of which SS^ lies above SS4, and is coincident with 
the curve of average full costs of production in respect of all other 
values. But in § 5 it was proved that SS 3 necessardy lies above 
SS4 for all values in respect of which SS4 is inclined positively and 
below SS4 for all values in respect of which that curve is inclined 



negatively. Hence, in the special case when the curves of private 
marginal supply prices and collective marginal supply prices are 
identical, the supply curve, for all values in respect of which it is 
inclined positively, coincides with the. curv('- of collective marginal 
supply i>rices, and for all values in respect of which it is inclined 
negatively, with the curve of average full expenses of production. 

The relation subsisting between the demand curve and the 
two curves of private marginal demand prices and average full 
yields of ophcjinlirnity is exactly analogous to the above relation. 
The demand curve DJJi is coincident with the curve of private 
marginal demand prices DDo for values of x in respect of which 
DP2 lies below DDi ; and is coincident with the curve of average 
full yields of ophelimity DD4 for values of x in respect of which 
DD2 lies above DD4. This proposition holds good whether 
DD4 is inclined positively or negatively. The general result has 
a corollary in the special case where the curve of private marginal 
demand prices and the curve of collective marginal demand prices 
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are identical. This corollary is to the effect that the demand 
curve, for all values in respect of which it is inclined negatively, 
coincides with the curve of collective marginal demand prices, 
and, for all allies in n^spect of which it is inclined positively, with 
the curve of average full yicdds of ophelimity. 

§ 7. The analysis which has just bcjen carried through enables 
us to approach the problem of measuring producers’ or con- 
sumers’ surplus in terms of money. The argument is precisely 
analogous in respi'ct of both sorts of surplus. 1 shall, therefore, 
develop it only in respect of one sort, namely, producers' surplus. 

The most general solution of the problem is as follows : 

With the notalioii employed above construct the annexed 
diagram (Fig. TV.). 

If a quantity 0 M is produced of which the supply price is 
P M and the average full expenses of production Q M, the pro- 

F 

K 
S 


O M 

Fic. IV. 

ducers’ surplus is under all circumstances measured by the 
rectangh* P Q K F. As was showni in § 6, P may in some circum- 
stances coincide with Q. Tn this case the surplus will be zero. 
It is imjxjssible that the surplus should be negative, and it is 
possible that it may be very large. 

When the supply curve is inclined positively throughout its 
length, ibhe above method of measuring producers’ surplus can be 
brought ii^to relation with Dr. Marshall’s analysis by a different 
treatment. Construct a figure (Fig. V.) showing the position of 
the supply curve and also of the curve of collective marginal 
supply prices iSiS'g. Take any. point P on and through P draw 
M P Q and P R parallel to the axes of Y and X respectively. Then, 
when a quantity 0 M is being sold at the supply price P M, it is 
obvious that the producers’ surplus is equal to the rectangle 
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0 R P M minus the area 0 S Q M. If the conditions are such that 
the curve of collective marginal supply prices coincides -with the 
supply curve, this magnitude is equal to the area S P R, If SSz 
lies below SSi, it is equal to the area S P R plus the area S P Q : 
if SSz lies above SSi, it is equal to the area S P R minus the area 

SPQ. 

This completes the argument as regards producers’ surplus. 
To adapt it to the case of consumers’ surplus merely verbal 
changes are required. 

§ 8. These results lead to a conclusion of some imi)ortance in 
connection with the doctrine of maximum satisfaction. Draw 
th(^ supply and demand curves SSi and DDi, and also the curves 


Ss 



of collective marginal supply prices and collective marginal demand 
pric(;s SS^ and l)D>s. Let SSi and DDi intersect at P, and let 
PM be drawn v^Ttjcally to tlu^ axis of X. It is often implied 
in pojmlar argument that producers’ surplus and consumer's' 
surplus in terms of money are necessarily maximised, in 
thes(‘ circumstances, by the production and consumption of 
OM units of the commodity. From our analysis, however, it is 
cl§ar that the sum of these two surpluses is a maximinn when 
ON units are being produced and consumed, ON being the 
quantity corresponding to the intersection of the curves SSb and 
DD3. This quantity ON is only id^mtical with OM provided that 
the distance by which SSb lies below (or above) SSi at the point 
corresponding to the production of OM units is equal to' the 
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distance by which DDz lies below (or above) DDi at this point. 
This condition obviously includes the special case in which SSi 
coincides with SS^, and DDi with DDs. Apart from this con- 
dition, ON may be either greater or less than OM, according to 
the relations that subsist between the curves. Where ON is 
greater than OM, the grant of a bounty on the production of 
the commodity, provided that the bounty is not large enough to 
expand production beyond ON, and provided that no cost is 
involved in the levy of the funds from which the bounty is drawn, 
must, other things equal, be socially advantageous. Where ON 
is less than OM, the imposition of a tax on the production of 
the commodity, provided that the tax is not large enough to 



Fig. VI. 


contract production below ON, must, other things equal, be 
socially advantageous.^ 

§ 9. Up to this point the argument has been absolute, and 
no reference has been made to matters of probability. One step 
into that debatable ground may, however, be taken with advan- 
tage at this point. We may conceive the private marginal supply 
price of any quantity x as made up of two parts, the magnitude 
of one of which d(3pcnds on the aggregate output x and that of the 
other on the output Xr of a typical individual producer. That is 
to say, the jndvato marginal supply price of x unit is {fxr+(f>x}. 
Let the output increase from x to (x + ^x), and let be the 
corresponding change in private marginal supply price, and Apg 

^ These results are not, of course, contradictory, but merely supplementary, to 
those established by Dr. Marshall in his Prvniiplea (p. 467, et seg^.). 
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the corresponding cnange in collective marginal supply price. 
Then it is plain that 

Apj = A.r/' + and Ajp.^ = Aa?/' + + x(f>\ 

Now in some cases where f differs in sign from , the signs 
of Api and Ap2 will be different. But in all cases where f and <l>' 
have the same sign, and in many cases where they have a different 
sign, tJie signs of Apj and Apa will not be different. Therefore, it 
is probable in general that these signs will not be different. That 
is to say, it is probable that the curve of private marginal supply 
prices SS^2 and the curve of collective marginal supply prices SS3 
will be inclined in the same direction. But, when SS^ is inclined 
negatively, it lies below 884, which, when SSi coincides with 882, 
cannot lie above 882- Therefore, when S8i coincides with 8S2, and 
is inclined negatively, it probably lies above 88$. When SSi coin- 
cides with 884 and is inclined negatively, it necessarily lies above 
88$, But 881 must coincide with either 882 or 884, Therefore, it 
is probable that when 881 is inclined negatively, it lies above 88$. 
But, if 881 lies above 88$^ it is probable, since DDj is as likely to 
lie below as above 1JD$, that the point of intersection between S8i 
and DJ)i will lie to the left of that between 88$ and 1 )D$. Hence, 
when the supply curve 8Si is inclined negatively, that is to say, 
in cases of iiicrc'asing return as ordinarily understood, it is prob- 
able that ON will be greater than OM. In all cases, therefore, 
whan increasing return is known to prevail, and when notliing 
else is known, it is probable that the grant of a bounty at a rate 
not exceeding some definite but unknown amount, would prove 
socially advantageous. 

^An analogous ]>roposition, to which, howxwer, no practical 
imj)ortance attache's, can be established in regard to cases where, 
instead of the supply (^urve being inclined negatively, the demand 
curve is inclined positively. 

§10. There remains one further question upon which, as it 
seems to me, the preceding analysis throws light, the question, 
namely, to what I'xtcnt output will be contracted if, all other things 
remaining the same, an element of monopolistic power is intro- 
duced among the sellers or the buyers. As the analysis is sub- 
stantially the same in both cases, I shall deal here with a sellers* 
monopoly only. 

This problem is comifficated by the circumstance that 
mono|K^lisation, apart altogether from the introduction of new 
economies, which are not relevant to this discussion, may alter 
the position of the curve of private marginal supply prices. If, 
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before monopolisation, the curve of private marginal supply prices 
and the curve of collective marginal supply prices coincide, it 
will not, of coui’se, have this effect. If, however, before monopo- 
lisation, the curve of private marginal supply prices differ from 
the curve of collective marginal supply prices, it must have this 
effect, because, wdien there is only ont'- producer, private and 
collective marginal supply prices arc necessarily identical. 

Let us begin with the case in which SSo and SS 3 arc identical 
both before and after monopolisation. Then, as explained in § 6, 
the supply curve SSi, for all values in respect of which it is 
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inclined negatively, coincides with SS 4 , and, for all values in 
respect of which it is inclined j_)ositivc]y, with SS^. 

First, let the supply curve be inclined negatively, and, there- 
fore, coincide with SS 4 (h'ig. VIL). It is then obvious that if P 
be the point of intersection of DJ)i and SS 4 , and if P M be drawn 
vertically to the axis of x, the output under free competition will 
be measured by 0 M . In like manner the output under monopoly 
will bo measured by ON wdioi'e ON h such that the rectangle 
QRKH is a maximum. 

Secondly : let the sii[)ply curve be inclined positively and, 
therefore, coincide with If (Fig. Vlll.) and DDi 

intersect at P and PM be drawni vertically to the axis of x, it 
is obvious, as before, that the output under free competition will 
be measured by OM. The output under monopoly is not, how- 
ever, in this case determined unambiguously. 

If the monopolistic body is interested in producers’ surplus, 
the quantity of output 0 N produced under monopoly will be such 
that 0 N multiplied by the vertical distance cut off between DDi 


1910] producers’ and consumers’ surplus 369 

and SS 4 by a vertical line drawn through N — i.e., the rectangle 
Q K R T — is a maximum. This case, togethoc with the case 
represented in Fig. VII., is covered by the analysis employed by 
Dr. Marshall in the fourteenth chapter of his lifth book. 

If, on the other hand, the monopolistic body is of such a sort 
that all producers’ surplus accruing to its members has to be paid 
away to others — a state of things approximately realised in the 
case of a group of tenant farmers combined for selling purposes 
but competing with one another for the hire of land — considera- 
tions of the magnitude of this surplus do not enter into the 
monopolistic body’s calculations. In these circumstances the 
quantity of output C N produced under monopoly will be such that 
0 N multiplied by the vertical distance cut off between DDi and 
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SSs by a vertical line drawn through N — i.e,, the rectangle 
Q F H T in Fig. VIII. — is a maximum. 

A comparison between the effects of monopolisation in the 
above two cases, w^here producers’ surplus does and does not enter 
into the monopolistic body’s consideration is easily made. It is 
evident that, so long as SS3 remains inclined positively, any 
point P upon SS 3 will lie further above the corresponding 
point on SSi the further P moves towards the right. Therefore 
the value of 0 N which will maximise the rectangle Q F H T 
will in general be smaller than the value which will maximise the 
rectangle Q K R T, That is to say, the introduction of monopoly 
will in general check output more when the monopolistic body is 
indifferent to, than when it is interested in, producers* surplus. 

No. 79. — VOL. XX. c c 
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It is interesting to note that, when the curves involved are straight 
lines, this comparison has an exact result. Let DDi be inclined 
to the horizontal at an angle 0 and let SS3 be inclined at an angle 
Let the output under free competition be «. Then, if the 
mono])olistic body disregards producers' surplus, output under 
monopoly will be equal to : if it regards producers' surplus, 
output will be 

tan ^+tan 6 

> 

2 tan ^ + taii ^ 

There remains the case in which monopolisation alters the 
position of tlie supply curve, the case, that is to say, in which, 
under free competition, the curve of private marginal supply 
prices differs from the curve of collective marginal supply prices. 
In that case output under free competition is determined by the 
intersection of DDj with SS^ instead of with SS4 or with SSz- 
Output under monopoly is determined according to circumstances 
in one of the ways described in this section. Hence the differ- 
ence made to output by monopolisation is determined. This com- 
pletes the solution of the problem. 

A. C. PiGOD 



THE DOCTEINE OF MALTHUS AND THE TNCBBASE 
OF POPULATION DUEING THE LAST DECADES.^ 


The rate of increase of population during the last decades has 
been in such conspicuous contradiction to what the teaching of 
Malthus would have led us to expect, as to r-all for a renewed 
examination of these doctrines in the light of the exj)crience of 
to-day. This examination I have made in a treatise, with full 
statistics, which was published by the Eoyal Bavarian Academy 
of Sciences. I should exceed the space which the Economtc 
JouBNAL is able to {dace at my disposal if 1 attempted to repro- 
duce' these statistics here, and must therefore confine myself to 
stating in condensed form the results which can be deduced from 
them. 

Malthus maintained that mankind had a natural tendency to 
increase faster than the means of subsistence. The capacity and 
the desire for reproduction were alike greater than was necessary 
to compensate for the loss by death, and both the former 
remained constant. Hence there was a permanent disproportion 
between the number of human beings in existence and the 
amount of food required for their support. There were two 
methods by which equalisation could be established : by misery 
and crime, or by moral continence. Hitherto only the former 
had been effective. As soon as the means of subsistence rose 
above the measure of the absolute necessaries of life, numbers 
would increase until wretchedness pressed back the position of 
the population to its former level. A permanent improvement, 
therefore, in the condition of the lower classes could not take 
place until there had been a general spread of moral continence. 

What do the facts since 1871 show? The condition of. the 
lowe*- classes has admittedly improved during this period in a 
hitherto unprecedented degree. This has been proved in the 
case of England by Bowley, but it is no less true of all the 
Western European nations, of America and Australia. Accord- 

' For a fuller statement of the author’s views, see Transactions of the Historical 
Section of the Eoyal Bavarian Academy of Sciences, vol. xxiv,. class iii, p. 667. 
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ing to Mai thus, this increase in prosperity should have been 
followed by a general increase of population. And this has been 
the case. But did it take place in the manner predicted by 
Malthus — by a general increase in the number of marriages and 
brrths? 

Malthus starts — apart from the incorrect statistical basis of 
his doctrine, into which I cannot enter here — from two erroneous 
psychological principles : — (1) The supposition that the cause of 
the increase of the human race is the desire for propagation, and 
(2) that this remains constant in all circumstances. 

But there' is no such thing as the desire for proi)agation. 
The causes responsible for the increase of population are the 
desire for sexual intercourse and the love of children. But sexual 
desire is under the influence of mental actmty, an influence which 
is capable not only of stimulating and increasing, but also of 
diminishing it, which, in short, can regulate its activities. And 
the love of children manifests itself in more ways than the mere 
bringing of them into the world. 

Sexual desire is indeed the most powerful of ail im])ulses. 
At a low stage of civilisation it acts with the same elementary 
force as among animals, and the same applies to the lowest classes 
and individuals of a more civilised era. In these cases the 1ov(j 
of children is a no'gligible factor in the man's life, their carci 
being entirely ridegated to the woman. A change in this state of 
things occurs as soon as a large family brings with it considera- 
tion, influence and power. The man at this point also begins io 
wish for children, for the more numerous these are, the more he 
becomes a person of consc'quence and influence. Wherever, at 
this stage of civilisation, sexual intercourse has takim on .the 
form of marriage, every man strives to marry as soon as he has 
reached the age of puberty. Marriage appears so essential that 
anyone who remains single is looked upon as an almost unnatural 
being, and is certainly despised. 

It often happens that moral conceptions survive the primi- 
tive circumstances out of w^hich they have evolved. So it has 
come about that even among nations that have attahied a high 
degree of civilisation, a single life is held to be morally rej^re- 
hensible, and mnrriage is regarded as a duty for men iind women. 
Even at a primitive stage, however, certain limits to the con- 
tracting of marriages had to be observed. As soon, for example, 
as a wife had to be bought, the man who wished to marry had 
to be able to produce the purchase-money. Such obstacles, how- 
ever, are not absolutely effective. A more effective check was 
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given to the birth-rate by the change in economic conditions 
which took place \\hen a large family, instead of being an 
advantage, began to occasion expenses, which constituted 
a definite burden. A second check was producecl by the 
working of a real increase of refinement on the character of 
mankind. 

The influence of these changes becomes appar mt (1) if we 
compare the increase* of population in the upper with that in the 
lower classes, wherever the necessary data exist ; (2) if we con- 
sider the increase of population which has accompanied changes 
in the (iconomic conditions of the mass of the people : and (3) if 
w^e compare the relative increase in population in countries where 
better economic conditions prevail wnth those in which the con- 
ditions are not so good. 

A decline in tlie biirth-rate may be due to one of two causes : 
to the diminution of marriages or to the diminution of the number 
of births per marriage. 

According to the valuable statistics collected by Pontus E. 
Fahlbeck for Sweden and Finland, the number of married persons 
among the nobility and the upper middle classes is 10 to 23 per 
(amt. less than among the entire nation ; also the average age at 
marriage of the men is higher in the up]>er than in the Iowct 
classes in both those countries; not so, however, the average ago 
at marriage of the women. The same facts are brought out by a 
comparison of the average age at marriage in the various occupa- 
tions in CojKmbag('ri, Pottei'dam, Dordrecht, England and Prussia. 
Ill Gn^at Britain and Ireland there is furthem, since 1891, a 
decrease in the number of married persons, and since 1S73, in 
spite of rising w^ages, a decline in the marriage-rate. According 
to Maltlius, a rise in wages must have produced an increase in 
the number of marriages. So also wo find a decline in the 
ma.rri age-rate of Eussia, Hungary, Servia and Italy. The 
decline in the Ihiitcd States, in Chili, Uruguay and in the Aus- 
tralian States, with the exception of Western Australia, is 
specially remarkable, for in America and Australia the number of 
persons of marriageable age is constantly increased by im- 
migration. 

In the German Empire, on the other hand, the number of 
marriages increased between 1881 and 1900, as did also the 
number of married persons. During the same period the mar- 
riage age, both of men and women, fell, especially in the towns. 
The greatest number of marriages took place in the large towns 
with a growing factory population, while in the towns inhabited 
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by millionaires ^ and prosperous citizens the number of marriages 
declined. A similar increase of marriages may be noted in the 
remaining countries, not yet specified above. 

How are these phenomena to be explained? 

A certain falling-off in the percentage of marriages is simply 
explicable by the decline in the rate of mortality. Out of every 
thousand inhabitants there is a larger number botw^een the ages 
of 15 and 40 to-day than there was in 1871. It happens less 
frequently thenffere that marriages are dissolved by death, 
where, had this been the case, the survivor might have been 
disposed to re-marry ; hence a decrease in the number of widows 
and widowers who would have started a fresh union. 

This, however, can be responsible for a proportion only of the 
declines in the rnarriage-rate where this exists, and as a matter 
of fact it is precisely among first marriages that the decrease is 
found to have taken place. 

In order to explain these phenomena, I will start with the 
upper classes, among w^hom alone the deenvasci in the fn'.quency 
of marriage is found in all civilised countric^s. The conclusions 
at w^hich we shall arrive will thiow'^ light alike on the cases where 
the decline in the marriage-rate has spread to all classes of the 
population, and on those where the marriage-rate has risen. The 
decline in the upper classes can be explained : — 

1. As a consequence of the increased demands made on 
persons of the upper classes by education and preparation for 
their future avocations. A man needs more time to obtain the 
training necessary to fit him for the eaniing of his livelihood. 
Consequently, the higher his social and professional rank, the 
later he will marry, and there will be a relative increase in the 
number who remain unmarried. 

We can explain on the same lines the increase of marriages 
in the German Empire, the fall of the marriage ago in Prussia, 
its special fall in the Prussian towns, and, above all, in the large 
towns with a growdng factory population. The majority of the 
population here has experienced in the last decades a change of 
economic conditions which has made marriage easier, for the 
increasing industrialisation of Germany falls within this period. 
The agricultural labourers, who had until then been obliged to 
emigrate in order to marry, because no dwelling was obtainable 
in the country, now moved into the German towns, and more 
especially into the centres of the great industries. As factory 
workers they succeeded in making a home at a much earlier age. 

1 [Millionaires jnust be interpreijed in marks. Translator's note]. 
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The same conditions prevail in other countries where the marriage- 
rate is rising and the age of marriage falling. 

Great Britain, on the other hand, has long since been indus- 
trialised ; the effects on the facilities for founding a home, of 
the transition from a predominantly agricultural to a pre- 
dominantly industrial state, have long since worked themselves 
out. Here, on the other hand, the rise of the standard of com- 
fort among the working classes places obstacles in the way of 
marriage exactly as it does among the upper classes. In America 
and Australia the decline of the marriage-rate, in so far as it is 
not attributable wholly to the scarcity of women, may likewise 
be traced to the increased standard of life among the lower classes. 

In Norway and Sweden the marriage-rate fluctuates fairly 
regularly in inverse ratio to the rate of emigration The decline 
of the Italian rate is apparently connected with the increase of 
emigration out of the country. Conversely the recent rise of 
the marriage -rate in Ireland and Spain may be connected with 
the decline of emigration from these countries. The extra- 
ordinarily high marriage-rate of Servia, of Hungary with its 
strong Slavonic clement, of Saxony with its numerous factories, 
as also that of unpretending Japan, can be explained by the fact 
that the demands made on the education and preparation for a 
man’s future occupation are relatively small, owing to the modest 
standard of comfort which obtains in those countries, or the 
greater facilities they afford for making a home. 

2. Another cause responsible for the decrease of marriages 
among the upper classes is the growing difficulty of supporting 
a family in the face of increasing social requirements. This 
cause made itself felt earliest among the nobility, and most 
powerfully, wlicrc, owing to the system of primogeniture, the 
younger children were unable, if married, to live in accordance 
with the requirements of their rank. The decrease has been 
most marked since the ancient privileges of rank in the matter 
of public appointments and ecclesiastical preferment have yielded 
to the equalisation of rights, a process which coincided with a 
shrinking of the emoluments attached to the ofBces in question. 
Since when there has been the greatest number of bachelors and 
spinsters in families whose fortune consists solely of entailed 
estates. 

With the rise in the standard of living, this tendency spread 
from the nobility to the upper classes in general. Here, too, 
marriage as a rule means retrenchment, and so a comparatively 
large number of persons remain unmarried. 
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3. A powerful influence for the decline of the marriage-rate 
is the altered position of woman. In the process of time, from 
man's slave she has become his companion, and, in accordance 
with the most recent developments, often even his competitor. 
Hand in hand with her growing independence came a rise in the 
social consequence of the unmarried woman. This was bound to 
react on the attitude of women towards marriage. It may be 
that the large increase in the proportion of women earning their 
own livelihood, which took place just between 1895 and 1907, is 
connected with the decline in the German marriage-rate, which 
until then had risen, and began, between 1901 and 1905, to 
decline from 168 to 160. In Great Britain the decrease in the 
frequency of marriage set in much earlier, and points even more 
conclusively to its connection with the strivings of women after 
economic emancipation, a phenomenon which made its appear- 
ance much sooner in that country than in Germany. It is clear 
that the increasing economic independence of woman must 
diminish the force of one of the motives that leads her to marry. 
She becomes less ready to undertake the work of a housekeeper 
under the disadvantage of not being able to give notice ; she fre- 
quently feels no inclination for the burdens which marriage would 
put upon her; she is less inclined to submit to a man's will, 
occasionally she agrees with Bernard Shaw in denouncing the 
home as ‘‘the girl's prison, the w^oman’s workhouse.” In short, 
she is less disposed to marry as her grandmother did, because, as 
a matter of course, a girl marries as soon as a suitable oppor- 
tunity offers. She is more apt to reject one suitor in order to 
wait for a better man. She wull look for real feeling as the 
decisive factor in the case, and will prefer to remain single rather 
than marry without affection, or inclination. 

This influence becomes the more effective the greater the 
number of enjoyments wdiich enter into competition wdth the 
amenities of married life. The increase of new inventions and 
discoveries, of trade and travel, the general spread of education 
and culture have wddened the circle of iniercsts and the tastes of 
both men and women, have increased their requirements and 
made many new pleasures accessible to them. Hence the home 
has lost its paramount importance for the man, and also for the 
woman ; the share of life’s joys which marriage contributeb to 
happiness has decreased in proportion as these other joys have 
increased. And where married life would, for the persons con- 
cerned, be incompatible with the satisfaction of these new 
requirements, whether for pecuniary or other reasons, marriage is 
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often renounced altogether. Hence the decline of the marriage- 
rate more especially among the upper classes. But this also 
explains why the percentage of marriages decreases among the 
people as a whole, as the nation ascends in the scale of civilisa- 
tion. The desire for marriage decreases in proportion as the 
pleasures increase which are accessible to everyone, but which, 
for the reasons already specified, must be renounced on maiTiage. 

5. Lastly, there is no doubt that among the ui)per classes the 
mutual satisfaction of the sexes is not so grear as it used to be. 
The woman’s greater independence, her increased culture and 
more self-reliant judgment — in short, all that which we reckon 
as progress — have contributed to this result, fihe has become 
more critical. On the clhcr hand, just in proportion as she is' 
less anxious to encourage a man to offer marriage, so he has 
become less inclined to make the offer; perhaps, indeed, his 
inclination has suffered even more than hers. The female sex 
still cherishes more illusions on the score of marriage than the 
male, and the later the age to which modern developments tend 
to postpone marriage, th(^ more completely has a man lost his 
illusions by the time his finances would allow him to marry. It 
is just this greater independence of the woman, this increased cul- 
ture and more self-reliant judgment, which make marriage 
appear less comfortable and desirable to many a man. At a 
higher mental and moral level, how-ever, this diminished mutual 
satisfaction of the sexes is rooted in a nobler cause. The spread 
of culture and refinement, a higher conception of what marriage 
as a union should achieve, makes it more difficult for man and 
woman alike to find someone whom either will be prepared to 
accept as a companion for life. Each will exact more, will have 
a higher standard ; each is less able to find someone who comes 
up to the ideal, or to achieve the ideal required by the other. 

But however important the marriage-rate may be for the 
birth-rate, yet only about one-fourth of the total number of births 
fall to the new marriages. It is not the marriage-rate, there- 
fore, which turns the scale in the question of population. If it 
did, the increase of population of France, for example, would be 
greater than that of Bavaria, for the French marriage-rate between 
1901 and 1905 was 153, while the Bavarian was only 152. Never- 
theless France would, at the existing rate of increase, take 3671 
years to double her population, while Bavaria would do so in 
631 years. Moreover all European, Australian and the^ majority 
of American States, whether their marriage-rate has risen or 
fallen, have experienced a decline in their birth-rate during the 
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past thirty years. To all appearances, then, it is not the mar- 
riage-rate, but the number of births per marriage which decides 
the question of population. This, too, shows a decline of fertility 
in most European countries, among the white inhabitants of the 
United States, and in Australia. What is the cause? 

An attempt has been made to explain the situation by the 
fact that the death-rate has declined with the increasing prosperity 
of the last decades. The average length of life has increased. 
Hence the character of the population has changed : those who 
have passed the prime of life have relatively increased, and the 
number of persons producing children has diminished in pro- 
portion. When however we find that in 1880, 389 out of every 
1,000 inhabitants of the German Empire were between 15 and 40 
years of age, while in 1890 their number had increased to 395, 
it turns out that th('. decade in which the birth-rate fell from 
392 to 360 was precisely the period during which there had been 
an increase in the number of persons of the most fertile age, and 
a decrease of emigration. 

Similarly statistics show that in England and Wales, Scotland, 
Norw'ay, Sweden, Prussia, Holland, Belgium and France, all 
countries where the birth-rate has fallen, then^ is to-day a much 
larger number of persons of both sexes at the productive ago 
than ever before. 

The only possible exj>lanation, therefore, of the diminished 
birth-rate is the decline in the average number of birt-hs per 
marriage. This phenomenon first made its ajipc^arance in France, 
where, since the reign of Louis XVL, the birth-rate has declined 
steadily from d('.cade to decade. It stood at 39 at the beginning 
of this period, and at 23’3 during the years 1901-1905. To under- 
stand these facts, we have only to compare the number of births 
among the W' ell -to-do with those among the poor. 

According to the calculations of Bertillon , the following relation 
obtained in France in 1862 between frequency of birth and the 
possession of real estate. In 30 departments, in which 285 out 
of every 1,000 inhabitants owncid land, th(\ birth-rate was only 
24*78 per 1,000; in 31 departments, which averaged 240 land- 
owners out of every 1,000 inhabitants, these accounted for 25*70 
births; in 21 departments, where the number of landowners had 
fallen to 177 per 1,000 inhabitants, the number of births rose to 
28:10. The more proletarian the ' department therefore, the 
higher the birth-rate, and vice versa. 

A comparison between industrial and agricultural departments 
leads to the same conclusion, and this is further confirmed by a 
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consideration of the state of affairs in the departments where 
there are many prosperous peasant proprietors. The birth-rate 
in the industrial departments “Nord” and “Pas de Calais” has 
fallen only very slightly during the nineteenth century ; in the 
department “ Seine-Inf erieure ” it has even risen : while in 
the more prosperous departments “Yonne,” “Cote d’Or,” 
“Charente,” “Puy-de-Dome,” “Gers,” “Garonne ” “ Lot-et- 
Garonne,” “Maine-et-Tjoire,” with their well-to-do peasant popu- 
lation, it has diminished by one-half. On the other hand, in 
Brittany, as well as in fch(^ dopart.mcnLs of Corsica ard Ijosere, 
where the peasant population is poor, the birth-rate is as high 
as in the industiial districts. Sucli increase of population as 
France can still show is nae to the increase in the two industrial 
departs Nord and Pas de Calais, but for whicli lire deaths would 
actually outnumber the births in France. 

The same conclusions may be drawm from the statistics of 
Kiacr, according to which the majority of marriages in th(', prosper- 
ous d(^}>artmonts of Seine, Cote d’Or, Orne. Lot-et-Garonne produce 
only one or two children, while in the poor departments Finis- 
tere and Corsica, and the industrial department Pas de Calais, a 
very small percentage of the marriages produce as few" as one or 
two children, and the majority show a larger number. 

A comparison of the various towns with each other points to 
a similar conclusion. As early as the thirties of last century it 
was shown by Hippolyto Passy that the tow^ns inhabited by the 
upper and low^er bourgeoisie had a very low birth-rate, while tlie 
towns with a large working population had a high one. Thus 
according to his calculations the proportion of births to marriages 
in the towns of Tours, Versailles and Angers was only 2‘5-2‘6, 
while it was 4*6 in the manufacturing town of St. Etienne, and 
about 4 in Nimes and Boulogne. Passy had alrcjady noted that 
the birth-rate in the manufacturing towns was greater than the 
general P^rench average. 

The same connection between prosperity and the birth-rate 
is shown by the figures collected in 1886 by Tallquist. The 
smaller the sura of estate, door and wnndow tax per head of 
the population yielded by the different departments, i.e., the 
smaller the means of the inhabitants, the greater was the number 
of legitimate births that fell to the share of every thousand 
married women, and vice versa. 

And still the same results follow from a comparison of the birth- 
rate and the prosperity of the several quarters of Paris : the more 
prosperous the quarter, the less fertile its inhabitants, 
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When the decline of the birth-rate in France had been con- 
clusively proved, this was at first regarded as an exclusively 
French peculiarity, and the criticisms passed were friendly or 
the reverse according as a low birth-rate was held to be an advan- 
tage or a misfortune. Since the seventies of the nineteenth 
century, however, the tendency of the number of births per 
marriage to decline with the increasing prosperity of the people 
seems likely to become universal. Even nations hitherto re- 
nowned for their wealth of children are visil)]y becoming subject 
to the same fate as France. 

This is especially noticeable in Great Britain and Ireland. In 
England and Wales the birth-rate rose during every period of 
five years beginning from 1841“1845, until between .1871 and 
1875 it reached its maximum of 355 births to every 10,000 in- 
habitants. Since then it has fallen uninterruptedly. In the 
period 1901-1905 it had fallen as low as 281. The birth-rate of 
Scotland and Ireland moves in the same direction, though for 
different reasons. 

In Ireland the birth-rate fell from 2,381 to 2,348 for every 
100,000 inhabitants during the decade 1881-1891. But, as 
Sidney Webb has jiointed out, the number of married women of 
child-bearing age iu proportion to the total population diminished 
so much duritig this period that, in spite of the trifling decline 
shown by the birth-rate, there is actually an increase in the fer- 
tility of the marriages. If the proi)()rtion of the ages and sexc's 
in Ireland had been the same in 1901 as in 1881 , the Irish birth- 
rate would have been 3 per cent, higher in 1901 than in 1881. 

The case is different with Great Britain, where there is no 
such cause to account for the decline in the birth-rate. Had the 
proportion of the differejit ages in the populaticm of England and 
Wales rtmained constant between 1861 and 189J, and had the 
division into married and unmarried remained exactly propor- 
tionate, the number of births per 100,000 inhabitants would still 
have fallen as follows : — 

1861 3.230 

1871 3,312 

1881 3,273 

1891 3,125 

1901 2,729 

In other words, had the fertility of the married women 
remained constant, there would have been 21 per cent., or, in 
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actual figures, about 200,000 more children bom in England and 
Wales in 1901 than has been the case. 

I have already dealt with the decline of the marriage-rate in 
Great Britain consequent on the rise in the standard of comfort 
of the working classes. That the increase of wealth and the rise 
in the standard of comfort are responsible also for the diminution 
in the number of births per marriage, is proved by a comparison 
of the birth-rate in different districts according to the number 
of domestic servants employed therc'—thuf. is, according to their 
degree of prosper Hy. The corrected birth-rate for Betlmal Green 
— the district of London w’hi(*h has the smnllost number of non- 
Londoners, and w]iei’(' the proportion of inhabitants who keep 
servants is smallest — fell between 1881 and 1891 by 12 per cent., 
i.e,j by exactly as much as that of the North Eiding of York- 
shire. In Hampstead, on the other hand, which keeps the 
largest number of servants in proportion to its inhabitants, the 
rate fell no less tlrin 36 per cent. Next to Hampstead come 
Kensington and Paddington, wdiich keep servants in almost the 
same proportion as Hampstead : their birth-rate, which w^as 
already lower than tliat of Hampstead, has fallen 19 per cent., 
and is now less than two-thirds the rate of Bethnal Green. Dr. 
Ncwsholme and Dr. Stovensou on the one hand, and Udny Yule 
on the other, have compared the corrected birth-rate of five groups 
of London districts, differentiated according to tlicir average 
poverty. The result shown is that the small group of three 
“wealthy” districts numbers 2,004 births in wedlock for every 
100,000 inhabitants; the four groux>s which include nineteen 
districts of medium prosperity have between 2,362 and 2,490 
birth»; while the poorest group, which includes seven districts, 
has no fewer than 3,078 legitimate bkths— i.t*., 50 per cent, more 
than the wealthy districts. 

But the decline in the number of births is not confined to the 
propertied classes. Skilled artisans, as J ohn Stuart Mill had already 
pointed out, hava smaller families than unskilled labourers. Quite 
recently Sidiuy Webb has >shown that the “maternity” payments 
made Ix^tweeu 1866 and 1904 by the Hearts of Oak Society, to 
which only the aristocracy of the English working classes belong, 
have •diminished in every consecutive period of five years since 
1871-75, in consequence of the diminution in the number of births. 

In all these cases, then, we have an intentional limitation in 
the size of the family, wdiether the motive be the disinclination 
of the parents to being hampered in the enjoyment of other 
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pleasures, or their fear of losing the earning capacity which 
renders these other pleasures accessible. 

Another proof of the connection between wealth and the birth- 
rate is afforded by the investigations of Verrjn Stuart into the 
number of births in proportion to the rent of dwellings. This 
inquiry embraces Eottcrdam, Dordrecht and forty country com- 
munities of Holland. Fahlbeck has shown that in Sweden and 
Finland the nobility, the teachers in the two State Universities 
and those in the higher educational institutions are the least 
fertile members of the population. For Italy we have Del 
Vecchio’s interesting proof that the birth-rate is highest in the 
districts which contain the largest numbers of persons who have 
not learnt to road ; that it is lower in districts which have a 
medium number and lowest in those which have the smallest 
number of absolutely illiterate persons. 

In (Tcrmany, Kiaer was the first to prove, by comparing the 
births in a wealthy and in a very poor district of the town, that 
the birth-rate is higher in the poorer district throughout, and 
that the latter has much fewer childless marriages than the 
richer district. Then Mombert made investigations in seven 
large towns, Jicrlin, Hamburg, Leipzig, Munich, Dresden, 
Magdeburg and Frankfort-on-Main, taking the average rent of 
the dwelling as the measure of prosperity of the different districts. 
He proved concdusivoly that fertility decrease's with increasing 
j)rosperity and increases with diminished prosperity, and he 
show^ed that this teuidcncy does not depejid upon differences of 
rank, nor require that the diff'eretice in means and social position 
shall be very great, but makes itself felt even wdiore the differ- 
ences arc slight. He proved that even among the uiipropertied 
classes improved ecoJiomic and social conditions tend to decrease 
the number of births. Further, he proved that this holds good 
not only in largo towns, but throughout Germany, and also that 
the callings and occupations which enjoy a higher social standing 
and command larger means, show^ in general a smaller degree of 
fertility j)er marriage. 

But the decline in the birth-rate, as already mentioned, is not. 
confined to tiie European countries cit()d above. It is also found 
in the United States of America and in Australia. As regards 
the former, Jvuezynski has shown that the fertility of the whites 
born in the two New England States is now only half as great 
as that of the population of most European countries, and only 
three-quarters as great as that of France. During the first fifty 
years of the Eepublic on the other hand, the white population 
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had quadrupled itself by natural increase. The increase of the 
white population of the United States depends to-day on the 
continued immigration from Europe: if this were to cease, the 
North American Ecpublic would, in view of the great fertility 
of the negro, become black in quiie a short, predeterminable time. 

And in Australia it was reported by a Eoyal Commission in 
1904 that a serious decrease of fcrtiliiy had taken place since 
1889, chiefly owing to the artificial prevention of conception and 
the inducement of miscarriages, as well as to pathological condi- 
tions brought about by the use of preventive mediciLes. The 
Australian birth-rate, is indeed tlie most remarkable of those 
already discussed. Statistics show^ tliat in this land, where the 
woi’king classes are better off than anywhere else in the world, 
where they have the last word in politics, in this ‘"working man’s 
continent,” the decline in fertility is almost the greates!} of all. 
It equals tlie dec'inc in the Europeaii countries of the lowest 
fertility, viz., Irelaiul and France, but far surpasses them in the 
speed with wdiich this decline has taken place. The native w^hitc 
populations of Massachusetts and Ehode Island alone show a 
low^er figure. 

When wo come to inquire into the cause of this phenomenon 
which accompanies increasing prosperity with such unfailing 
regularity, wo must at the outset discard the hypothesis of any 
connection between it and religion or race. It made its first 
ap])earance in France, and at a time when France was admittedly 
still predominantly Catholic in spirit. Statistics show that among 
the Jews there is a diminution in the hirth-rate in proportion 
to the iiicreaseil ja’osperity of the peo])le concerned. It is only 
among very poor C'atholics or very poor Jews that we find a high 
birth^’aie. Jdie same applies to considerations of race. Prince 
Biilow com])laiiied most pathetically in the Eeichstag of the 
greater fertility of the Polish women, and pointed to this as the 
chief cause for the ground gained by the Polish population in 
Germany. Put the German women in the iX)or districts of 
Oberpfalz and Dower Pavaria arc more fertile than the Poles. 
The Polish districts sliow the greatest fertility because they are 
the poorest and tht^ most backward ; the great majority of the 
Slavs form the quintessence of the proletariat in Prussia. We 
should be just as far from the truth if wo attempted to trace 
the decline of the birth-rate to increased industrialism or to the 
growing tendency to live in towms. This hypothesis is refuted 
chiefly by the case t)f Franco since the beginning of the nineteenth 
century, more especially by the high birth-rate in the great Indus- 
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trial departments Nord and Pas de Calais, and by the very low 
birth-rate among the prosperous peasant population of the agri- 
cultural departments, where the people live on the land. It meets 
with additional refutation from the Australian birth-rate since 
1885. Nor do English statistics, as shown by Sidney Webb, 
afford any confirmation of this view. In Germany, indeed, the 
toTOis are less fertile than the country, and the birth-rate began 
to fall earlier there, and fell lower. This, however, is quite 
compatible with our position, since German prosperity, which, 
as shown by the statistics of Prussian incomes, increased through- 
out the State , increased most in the towns ; the income tax for 
the years 1901-7 averaged 8‘61 marks per head of the population 
in the towns, and only 2T5 marks in the country. Germany then 
forms no exception to the rule, and the increased prosperity in 
her towns must be acknowledged as the cause of the greater 
decline in the birth-rate, for this greater prosperity is accom- 
panied to a very great extent by the welcome as well as by the 
unwelcome phenomena W'hieh lead to such a decline. The 
opposite relation between town and country, which is revealed by 
a comparison of the departments Nord and Pas do Calais with 
the country population of France, as w^ell as by a (comparison of 
the English towns and (‘ounties, is sufficiently explained by the 
fact that the low^est sections of the working population in the 
French departments and the English towns in question are 
generally below the level of the rural population. It may be 
said that where the rural population is very poor or coarse or 
uncultured the birth-rate in the country is v(3ry high, and much 
higher than in the towns; where, however, there is a preponder- 
ance of prosperous peasant inhabitants, or where the conditions 
of the country working population improve, the birth-rate 
declines, sometimes even more than in the towns. 

It turns out, therefore, that differences of creed, race, oc- 
cupation or domicile, which are adduced to account for differences 
in the rate of fertility, and all changes in the former which ob- 
servers have claimed as an explanation of the decline in the 
latter, appear on closer inspection to reduce themselves to differ- 
ences and changes in materia! prosperity. Moreover, economic 
conditions, as Mombort recognised, may influence the birth-rate 
in two directions. An improvement in economic conditions, 
especially when it follow^s on previous economic disturbances, in- 
creases the number of marriages in general, apd therewith the 
number of young married couples, and so especially of married 
women at the child-bearing age. So far an improvement in 
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economic conditions tends to increase the number of births. But, 
as we have already pointed out, barely a fourth of the total 
number of births in a year falls to the newly-married. This ten- 
dency, therefore, cannot counteract the opposite influence which 
a, permanent improvement in wealth and culture exercises on the 
remainder of the married population. This, as a comparison of 
different ranks, as well as of the same ranks and the same people 
at different stages of development, has shown us, results in a 
diminution of births. Thus the development of the German 
people, especially between 1890 and 1900, clearly shows that “in 
spite of increasing prosj:>erity, in Sj^ite of the fall of the marriage 
age and the lengthened duration of marriages, the number of 
births has st('a.djly dc^cliried.’* (Mombert.) In countries where', the 
standard of comfort of the working classes began to rise earlier 
than in Germany— as, for example, in England — the improvement 
in their conditions led to a decrease even of the marriage-rate, 
and so to a diminution in the number of births due to fresh 
marriages. 

But what can Be the cause of this coincidence of decreased 
fertility with increased prosperity? 

We must recognise as one of the causes the increase of certain 
diseases which go hand-in-hand with the devcloimient of wealth 
and culture described above. These are : — 

1. The diseases of sex. These appear as a concomitant to 
the postponement of marriage ; arc found more frequently among 
the well-to-do than among the poorer classc's, and consequently to 
a much greater extent in the towns, and especially in the large 
towns, than in the country. In the case of women, sterility or 
the cj<pacity to bear only one child frequently follows on illnesses 
of this nature. 

2. The same effect is produced by mental disease. The 
nervous strain induced by the increasing development of civilisa- 
tion has led to an increase of mental disease, and it is not, as 
has been supposed, marriage which wards oft* mental disease, but 
rather the predisposition to this which prevents marriage. 

3. The principal cause, however, of the decline of fertility is 
the diminution of the desire for reproduction. As prosperity 
increases, so do the pleasures which compete with marriage, while 
the feeling towards children takes on a new character of refine- 
ment, and both these facts tend to diminish the desire to beget 
and to bear children. 

The competition of other pleasures makes itself felt in the 
case of the woman as well as in that of the mjan, though in a 
No. 79. — VOL. XX. D D 



386 


THE ECONOMIC JOUENAL 


[SEETi, 


different manner. In the woman it produces a distaste for the 
spending of her entire existence in pregnancy and child-bed; 
this distaste becomes more pronounced in proportion to the in- 
creased variety and tempting character of the pleasures which 
must be foregone. Even Adam Smith wrote: “A half-starved 
Highland woman frequently bears more than twenty children, 
while a pampered fine lady is often incapable of bearing any and 
is generally exhausted by two or three.” So that the lower birth- 
rate of the upper classes was already known to Adam Smith, but 
he was mistaken in looking for the cause among physiological 
instead of psychological conditions. The same observation had 
been made by the ancients, and we find in Juvenal : — 

“ Sed jacet aurato vix ulla puerpera lecto ” ; 

and even the cause was by no means unknown to them. Thus 
Ovid had said : — 

“Earaque in hoc aevo est, quae velit esse parens.” 

— (In nuce, v. 24.) 

In other words, in the time of Ovid the reason why women 
did not have many children was not that tlK‘y could not produce 
them, but that they did not wish to do so. This was the case, 
too, with the ladies of fashion in the time of Adam Smith, and 
the same applies to the society woman of to-day. She docs not 
want to be cut off from all tli(‘. joys of youth and all the pleasures 
which wealth can offcT by a series of pregnancies following on 
each other in uninterrupted succ>ossion. In the case of other 
modern women the decline in the desire to have children, or at 
any rate, many children, is attributed to the movement for 
emancipation. Women who follow intellectual pursuits o:^ who 
wish to live their lives to the full, desire to be hindered as little 
as possible by the duties which the nursery imposes ; others who 
follow a profession feel themselves harap(jred by motherhood in 
the earning of money which would make other pleasures possible. 
And of the factory worker Sidney Webb points out that the pro- 
tective measures which prohibit her from returning to work for 
a definite number of weeks after child-birth, deprive her of the 
means of subsistence, and she naturally seeks to avoid the recur- 
rence of such an enforced stopping of supplies. ^ 

With this we enter on the domain of economic causes, which 
are especially responsible for the decline in the desire for repro- 
duction in the case of the man. Not but that this is often due 
to consideration for the health of his wife. The chronic in- 
validism which is a frequent consequence of much child-bearing, 
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and more especially of confinements following each other in rapid 
succession, restrains the man from indulging in the gratification of 
his desires, wherever he has risen above the state of regarding 
the woman solely as an instrument of his pleasure. The most 
potent check, however, in his case is the consideration how far, 
if he were to call a great number of children into existence, the 
increased demand thus made on his resources would cut him off 
from other satisfactions. In the peerage n has been demonstrated 
that the conditions of the tenure of their possessions, together 
with the real supposed duties of flieir rank, lead to such a 
limitation in the size of families thal the majority of them die 
out in two hundr(^d years. The advance in the technical arts, 
in trade and industry, in science and art, has made countless 
now pleasures accessible to everyone — pleasures, however, in 
which they can participate only if they can command the requisite 
means. This has t><^pularis(d the state of affairs which at first 
was found only among the upper classes. 

The grc’-ater delicacy of the feeling towards children w^orks 
in tlu^ same diree'tion. With increasing prosperity, mankind 
generally rises above the state of blindly giving way to its animal 
instincts, and so parents become more and more conscious of their 
resi:)onsibility both for the character and mmiber of the human 
beings whom they bring into the world. This leads many weakly 
peo}>le to refrain from giving life to children to wdiorn they might 
transmit their diseases. In other cases parents wall rather strive 
to ensure to the children whom they have already brought into 
the w^orld a good education and a larger patrimony, so as to 
equip them better for the modern struggle for life. Both these 
facts^ tend to restrict the number of births. 

This limitation of the size of the family, in consideration of 
the children’s welfare, makes its first appearance among the 
aristocracy, where anxiety prevails lest the splendour of the family 
name and tradition should suffer from the inability of too large 
a number of cliiWien to live up to the requisite standard. This 
is evident even now from the fact that the birth-rate among the 
peerage, w^here the family fortune consists only of entailed landed 
estate, is specially low. Here children are produced until there 
is a \pale heir; wIkui this is achieved, no more are born, hence 
such families number more daughters than sons. On the other 
hand, where there is no entail, or w^here there are other posses- 
sions besides the land, the birth-rate is higher, and there are 
more sons than daughters. A similar consideration, not for the 
glory of the family name, but for the integrity of the farm, acts 

D n 2 
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on the peasants. Among the middle classes, too, including civil 
servants and officers, the same consideration for a better educa- 
tion and larger inheritance makes itself felt as prosperity in- 
creases. This is regarded as the principal cause of the decreasing 
fertility of marriages in America and Australia. 

Another cause for the decline of fertility was found by 
Wappaus in the decline in infant mortality which accompanies 
improved conditions. According to him, j>arents who have a 
certain number of children living have not the same inducement 
to increase their families as those who have lost some of their 
children in infancy. Mombert is of the opinion that the great 
decrease of infant mortality in the towns, especially in Berlin, 
has been a contributing cause to the decline of the fertility of 
marriages. A more widespread prosperity has popularised the 
practice of the landed gentry with regard to the production of 
children. 

The case is different with nations at a lower stage of civilisa- 
tion and with the lower classes of the more advanced nations, 
in so far as the social conditions of the latter arc in no way superior 
to those of the former. The more uncivilised the people, the 
lower the social class, the more eagerly woman is sought, either 
as a means of gratifying th<‘ sexual instincts, or for the sake of the 
work which she can accomplish ; the younger therefore the age 
at which she becomes the object of desire. It is only when mar- 
riage ceases to be a merely physical union and becomes a union 
of souls, that man will look for a higher degree of intellectual 
development in the woman who is to be his wife. At a lower 
stage of civilisation, on the other hand, the pleasures of life consist 
almost exclusively in the satisfaction of natural instincts and 
desires. Hence at this stage the increase of population is condi- 
tioned solely by the increase of the means of subsistence, and 
the lower a people stands in the social scale, the more exclusively 
does the number of marriages depend on the results of the 
harvest. 

Here marriage, as such, does not involve an immediate 
increase in the burden of life, but often quite the contrary; the 
woman works for her living, the income is doubled, and the 
expenses, until children arrive, are lower in proportion. Here 
regard for the children exercises no restrictive influence on the 
number of births, for the prospect of being able to help a few 
children on in life by more careful education or a larger inherit- 
ance does not exist. Nor are there at this stage any other 
pleasures to enter into competition with the satisfaction derived 
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from sexual intercourse. This can occasionally be confirmed by 
physicians with a largo practice among the poor, even in Ger- 
many. When they enter homes of the most abject poverty, and 
make a remark on the large, and despite all th^ v retchedness, 
still increasing number of children, they arc told of the part 
which sexual pleasures play in the lives of those who are debarred 
by circumstances from all other joys, in terms which, for cynicism 
of expression, far surpass the words of Diderot in “Jacques le 
Fataliste et son maitre.” T had myself a somewhat similar ex- 
perience when, many years ago, I visiled a number of workmen’s 
families in the Saxon mining dintrict. And a moment’s con- 
sideration of the lives wh’ch these miners lead makes everything 
intelligible. The man goes down into the pit before sunrise, 
and, excc‘pt during the summer months, the light has faded 
before he returns from his work. It is only on Sundays that he 
can see the world ir all its colour and beauty. And when he 
comes home exhausted, what pleasures an.^ still possible to his 
ovcrwrouglit sensfjs? We begin to a])preciate the force of the 
passage in Gohre, where he tells us “that in the eyes of German 
working men, woman is nothing but an object for the satisfaction 
of sexual desire”; that woman among the German working 
class^'S is “valued much lowc^.r, considered much less, treated 
much worse,” than in other ranks of life. It fits in with this 
that the woman in a home which I visited, had borne eleven 
children; several of these had died, others were playing about 
the room or crawling about the floor ; a fairly grown-up one lay 
in bod, not because it was ill, but because it had no clothes ; and 
in spite of this wretched poverty the birth of another was ex- 
pecte^. But we need only read Zola’s “Germinal” in order 
to understand why the mining population has the highest birth- 
rate. 

Thus tli(^ different behaviour of different classes of the same 
people and of the same people at different stages shows that sexual 
passion is no constant and regular motive as Malthus assumed. 
It not only increases under the influence of cerebral activity, but 
it also decreases under the same influence. With increasing 
wealth and culture the variety of man’s wants increases, and 
Gosscyi’s law as to the limit up to which different kinds of 
pleasure are gratified, in order to realise the maximum of satis- 
faction on the whole, becomes applicable. Man limits his family 
when the increase of his family tends to diminish the sum total 
of satisfaction. 

This limitation is in itself no virtue as it has Jbeen represented 
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by the Malthusians. It may be virtuous when prompted by 
altruistic motives. On the other hand, when one confronted with 
the choice between two pleasures prefers one to the other, this is 
evidently in itself neither moral nor immoral. 

It is well known, too, that the diminution of tlic birth-rate 
which accompanies increasing prosperity does not imply an 
increase of sexual continence. 

Yet another doctrine of Malthiis has been refuted by actual 
developments. Tlie increase of the means of subsistence at the 
disposal of European nations in the nineteenth century, stands in 
direct contravention to his doctrine of the disproportion between 
the growth of population and the increase of tlic means of sub- 
sistence. Malthus had no presentiment of the extent to which 
the progress of science and the adaptation of her discoveries to 
the uses of daily life, would give man dominion over nature, nor 
could he foresee the marvellous degree to which the people who 
utilise this progre^ss arc enabled to increase the sum of goods serv- 
ing to their support. I have not space to sket(‘h oven in out- 
line the progress which has been made in agriculture, Lrade, 
and industry since the time of Malthus. The most important step 
was taken wlnm the diseovt'ries of science wore ap£>li('ci to com- 
merce, and the boundaries of the land whose fruits are at the 
disposal of the people of Europe, were extemded. And if strict 
Malthusians would object that the imj)ortation of the means of 
subsistence from hitherlo uncultivated lands, only postpones the 
disharmony between the supply of food and the numbers of the^ 
population, and that the evil day must come eventually, we would 
maintain that this would only happen if, when the law of 
diminishing returns had come into operation over the whole sur- 
face of the globe, the rate of increase of the population remained 
constant. But this increase will not remain constant, as wc 
shall proceed to prove. 

It is, indeed, a most remarkable fact that in spite of the 
decline in the birth-rate, the surplus of birth? over deaths has 
never been so groat as since the beginning of the seventies of 
the nineteenth century. The explanation is that if increasing 
prosperity has led to a decline in the birth-rate, it has b('en accom- 
panied by an even greater decline in the number of deaths The 
consequence has been an absolutely unprecedented increase of 
population, and if this were to continue at the same rate as 
within the last twenty-five years, there would in 893’35 years be 
one European to every square metre of surface of the globe ; and 
if we include the other races, we should in 1,000 years stand 
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shoulder to shouldter. But the manner in which the increase of 
population has taken place since the seventies, brings with it its 
own corrective. Increasing prosperity has not led to that increase 
of the birth-rate predicted by Malthus, but to a relative diminu- 
tion of births; and if the European peoples have increased so 
enormously in spite of this diminution, we owe it to the fact that 
the decline in the rate of mortality has been even greater. If, 
however, this satisfactory mode of increase continues, the rate 
of increase will of itself tend to become less, until it eventually 
ceases altogether. For mankind will never cease to die. 

The increase of population during the last decades has, how- 
ever, corrocted more than the theoretical teaching of Maltnus. 
It has also placed his practical coiiclusions, and the bogey of over- 
population which he had called into bring, in quite a new light. 

Malthns drew from his theory the conclusion that lack of 
sexual continence was the real cause of the sorry conditions 
univorsally T)rcv:lent among the lower classes; hence the indis- 
pensable CDndition of improvement was the spread of the virtue 
of contineacc among them ; unless this came first any improve- 
ment in their lot would be but transitory, and would only lead 
to an incTcase of marriages and a diminution of infant mortality, 
until in consequence of increased numbers the condition of the 
lower classes waiS once more depressed to its former level. The 
idea of attempting to improve the conditions of the lower classes 
by sexual continence is so Utopian as to make the maddest 
jocinlistic* and communistic dreams appear sober in (comparison. 
For granting for th(‘ sake of argunumt that the lowccr classes of 
my (M)untry followed this counsel, the moment the (effects of their 
conduct Ixcgan to be felt in the labour market, no effort would l)c 
spa’^'ed to attract labour from other countiies, where the same 
continence was not in vogue. Wherever the condition of the 
working classes is above the average, this superiority has such 
a> power of attraction for the working men of countries whose 
* conditions are not so good, that any effort on the part of a working 
[class to raise it 15 position by sexual continence would be inevitably 
[frustrated. In order to succeed, therefore, the sexual strike re- 
j commended would have to be international ! On the other hand, 
fthe rate of increase of population during the last decades shows 
th^ this exhortation to sexual continence, apart from any ques- 
f tion of its probable effectiveness, is not even necessary. It shows 
that the causal relation between improved conditions of living and 
; the height of the birth-rate is the very opposite to that advanced 
by Malthus. It is not the spread of an enlightened continence 
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which is a sine qud non of an improvement in the condition of 
the lower classes, but such an improvement in circumstances is 
itself a preliminary condition for the diminution of the number of 
births. 

There is, therefore, no occasion for the panic of over-popula- 
tion which Malthus called into existence; on the contrary, there 
has arisen in many places the very opposite fear — an anxiety for 
the future of the civilised nations due to the low rate of increase 
of population during the last decades. The question is frequently 
asked : if incirease of prosperity U‘ads to a cessation of the increase 
of population, what will be the fate of the civilised nations of the 
world? But this anxiety is unfounded, so long as the civilised 
people continue to press into their service without remission all 
the progress of the technical arts and sciences, of industry and 
economic organisation, in order to overcome the difficulties which 
the increasing parsimony of the land o])[X)ses to the eatisfaction 
of their needs. For the extraordinary increase of population of 
the last decades has been spread by no means ev(‘nl/ over th(' 
surface of the globe. We find it in l^uropc', among tlu^ nations 
of Fjiiropean descent, also in India, since this lias passed under 
European administration, and in Japan sinci' th(' laliiT aas begun 
to Europeanise itsedf. Among all the otlu'r nations theri^ has 
either been no increase of populati<ui at all during the ninetcentb 
century, or at best but a trifling one; these are countries wdiere 
there has been no progress or an insuflicient progress in th(i 
technical arts and in economic organisation. Consequently ir 
these countries every new-comcr has only as much space as the 
previous occupant of a place vacates on his behalf. Here the 
teaching of Malthus holds good without reserve. Here man has 
the tendency to increase faster than the means of subsistence. 
The sexual instinct which leads to the nicn'aso of the birth-rate, 
rules with undiminished sway. Whatever numbers are born over! 
and above the limit that can be supported in the existing stationary I 
state of the technical arts are swept away. The infant mortality! 
is enormous, and it is only when wars and epiderfacs hav(‘ raised | 
the death-rate that a larger number of the young generation can 
be supported. Although their birth-rate is much higher than that 
of European nations, their increase has been much slower, where, 
indeed, there has been any increase at all. Because they 
remained opposed to progress, Europe, with its smaller number 
of births, has progressed at their expense. Europe sent out her 
sons to produce on the soil of which the others had hitherto been 
masters what Europe needed in exchange for her own products. 
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And what applies to the past applies equally to the present and 
future. It is only if a reactionary economic policy, which should 
aim at securing that every European country should, so far as 
possible, produce all the commodities which it required, were to 
gain the upper hand, that this would lead to a deterioration of the 
life of the European population, and, as experience shows, not to 
an increase in thc^ L)irth-rate, but to a rise in the death-rate. Then 
they would be overpowered by the now uncivilised race?:, as the 
Eoman Empire was overthrown by the barbarians. 

L. B^iENTANO 
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The Common Sense of Political Economy, including a Study of 
the Human Basis of Economic Law. By Philip H. 
WicKSTEED, M.A. (London : Macmillan and Co. 1910. 
8 VO. Pp. xiv + 702.) 

References to “common sense” do not usually strike an 
economist very favourably. Ho is apt to associate them in his 
mind with the silly persons who say they “don't believe in 
economics, but prefer to go by common sense,” and then proceed 
to put forward some monstrous fallacy. Mr. Wicksteed a]>pears 
to have adopted his rather unfortunate title' because ho belie '.os, 
quite rightly, that we must “take our ordinary experiences as the 
starting point for apjmaichng economic problems” (p. 3). No 
one, 1 think, will be found to deny that ho has followed this 
maxim with great success, T certainly know of nothing in 
economic literature more charming than the passages in which he 
records what are evidently his own, yierhaps unsuspected, observa- 
tions of the policy of the mistress in his patriarchal home. 

“A certain lady,” we are told, ‘‘when she gave her children a 
jam-roll, used to begin helping the elder cliildren liberally; after a 
time she would see that it would not go round on that scale, yoiild 
draw up and economise in the middle, and then, finding she had 
made enough economies, would relax again for the younger children.” 
(N.B, — The observation was made and the record preserved by one 
of the children that came towards the middle.) 

This illustrates “the equilibrium of marginal values,” aimed 
at alike by the merchant and the houvsewife, and its imperfect 
attainment by both. The fact that “the marginal significance 
at which a commodity is actually consumed depends upon the 
urgency and extent of the claims tha.t have to be met and adjusted 
and the quantity of it at command, and is not affected by the price 
that was actually given for it” receives, inter alia, the following 
illustration : — 

“ Through an ordinary miscalculation or through some unforeseen 
change of circumstances, such as the unexpected departure of 
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several members of the household, or the coming on of thundery 
weather that threatens to turn the milk, the supply for the next 
few hours may become so much larger than was expected relatively 
to the demands made upon it, that it will be consumed at a lower 
marginal significance than woula have justified the rurchase. The 
cat may have as much as she chooses to lap. A member of the 
household, coming in hot from a walk in the sultry air, and express- 
ing a timid desire for a glass of milk, may bo treated almost as a 
benefactor instead of being treated as a criinin«.J, as he was when 
he last made the same suggestion under less propitious circum- 
stances.’’ 

The author’s penetrating insight into the motives of our every- 
day actions enables him to show that various proceedings which 
the ri(^h advise the poor to abstain from are really quite 
‘'economical ” for those who practise them. It is better to get a 
cheap though bad pair of boots than either to go barefoot or to 
starve for a week in order to buy a good pair and then go to the 
cemetery instead of the bootmaker’s. Even the hire-purchase 
systejii has merits. 

Ai] is not, however, for the host in this best of all possible 
w'orlds. Speaking of “economic forces,^' the author asks us 
(p. 192) “no more to take it as axiomatic that they will work 
foi social good, if left alone, than we should take it for granted 
that lightning will invariably strike things that are 
‘better felled.’” Is not this idea of economic forces 
“left alon(i” a product of eighteenth centiiry beliefs about 
Nature which are now quite exploded? We can see 
now that the beneficence whic^h Adam Smith claimed 
for the workings of self-interest is the result of the existence of 
certain institutions, such as property and the criminal law, which 
direct the flow of self-interested activity into beneficent channels. 
When eighteenth and early nineteenth century thinkers demanded 
laisscT faire, they took these institutions, with the exception of 
certain details of which they disap()rovod , to be “natural,” so 
that self-in ten^t, working within the limits imposed by the institu- 
tions, could be regarded as “left alone.” In these days, when 
anthropology has superseded histoire raisonne, and we no longer 
imagine the institutions of our own time, with some small emenda- 
tiofis, to be “natural” and all others “artificial,” protests against 
the tx)licy of leaving economic forces alone are out of date, since 
that policy must be seen to be absolutely chimerical rather than 
simply erroneous. If any scmi-somnolent individual still asks 
for laisficr fairc he can be sufficiently dealt with by an inquiry into 
what he supposes himself to mean by it. 
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Blemishes like this are few and of little account, and he would 
be a difficult reader to please who could not read the first few 
hundred pages of the work by the fireside in winter, or under the 
trees on a cliff in summer, without being in the least inclined to 
echo the complant of Callicles, modestly affixed to Book I. as a 
motto, that Socrates would keep on drivelling away about food 
and drink and doctors and sandals. It would, I think, have been 
better if the work had boon published as two separate books. 
Seven hundred pages require a voracious appetite, and the homely 
exposition of Book I, will not appeal to quite the same circle of 
readers as Book II. Moreover, the plan of mentioning no names, 
which is adopted throughout, while suitable enough in Book I., 
is not really convenient in Book II. , which largely consists of sharp 
criticism of current doctrine. It is alw^ays better to criticise by 
name, so that the student may know exactly wdiere to look in 
order to assure himself that the account given by the critic of 
the doctrine critiedsed is correct, and in order that he may know 
whence to expect a reply if one is needed. 1 suspect that most 
of the writers criticised will refuse to recognise themsidves in 
Aunt Rallies sot to be knocked over. A good deal of Book II. 
consists of an exposition of w(‘.aknesses in the current diagrammatic 
method which the diagrammatists will say they were fully aware 
of. The vigorous attack on th(^ theory of rent is spoilt by a want 
of attention to ih('- origin and history of the theory ; the theory 
itself and criticism of it are alike unintelligible if it is treated as 
if it was invented at the end of the nineteenth century instead of 
in a closed island at the beginning of that century, long before 
“graphic representation” was over thought of. 

Perhaps the most unsatisfactory part of Book II. is the treat- 
ment of currency. I certainly have no objtiction to the view put 
forward that the extent to which variations in the supply of gold 
alter its value depends on the elasticity of the demand for gold in 
the arts : when I have to deal with the subject, I alw^ays say so. 
Nor do I think that if the sovereign would only buy w^hat is now 
half-a-sovereign’s worth of goods, the currency would be doubled : 
at present my average holding of gold is about £5, and with the 
rise of prices supposed, it might increase to £6 or £7, certainly not 
to £10, since I should prefer to go of tenor to the bank for cash than 
I do now rather than to carry double the amount of gold about. 
But I do not believe anyone of importance, if anyone at all, holds 
the grotesque quantity theory set up by Mr. Wicksteed on page 
610 in order to be demolished, and which, we are told, “a 
treatise on currency frequently expounds.” We should have to 
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go back to Hume to get anything closely resembling it. Surely 
all that is meant by the quantity theory is that the value of units 
of currency is affected, like that of units of any other commodity, 
by changes in their number. I am not sure that Mr. Wicksteed 
admits even this, since he says : — 

“ It is a matter of convenience how much of the business of a 
country shall be carried on by the aid of a circulating medium and 
how much without it; and, as a matter of faefc, at periods when 
there is a dearth of small change in a country a great amount of 
retail business is conducted on account, and balances are more often 
settled in kind. Thus business w^uch would ordinarily have been 
carried on by the circulating medium is carried on without it, because 
of its rarity. In Italy, for instance, when coppers were rare, the 
exchange value of a copper did not rise because a smaller number 
had to do a greater amount of work, but each unit did as much 
business as it could and the rest was done without them.” 

I am not familiar with this Italian example and cannot deal 
with it. But why go to Italy? Is it not almost common know- 
ledge that the value of English shillings and pennies is kept up 
to 20 and 240 per pound sterling simply because the Mint is 
a monopolist which will not reduce its price below those figures? 
Nobody doubts that a great decrease in tlie demand for currency 
such as might be caused by half the people of the United Kingdom 
being carried off by influenza, would cause this token coinage to 
go to a discount, unless, of course, the Government shouldered 
the burden by making the coins redeemable at their present value. 
It is (‘ortainly a little more difficult to realise the converse case of 
a rise in value, say of the shilling to one-tenth and the penny 
to a^ hundredth and a twentieth of a pound, but this is only because 
anticipation of the future would be brought more obviously into 
account. If half tlie shillings and pennies and other silver and 
bronze coins disappeared by accident, people would expect the 
Mint to be soon successful in replacing them, and so nobody would 
care to accept ^ither at more than their old value. But if the 
Government in consequence of the accident decreed that hence- 
forth florins were to be taken at five to the pound, shillings at 
10, sixpences at 20, pennies at 120, halfpennies at 240, and 
faryiings at 480, and were to forthwith arrange for the coinage 
of additional farthings and a new coinage of half -farthings, and 
probably also for a considerable readjustment between tte oth6r 
coins, the existing holders of the existing stock of silver and 
bronze would benefit, and the public generally would have a 
.subsidiary coinage very much more convenient than the present, 
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provided that the danger of illicit coining could be provided against 
as effectually as now. As for standard coins, surely the history 
of the Indian rupee ought to satisfy anyone that it is possible to 
raise value by restriction of quantity apart from any suggestion of 
redemption such as Mr. Wicksteed seems to think essential. 
There is nothing anomalous in the value rising and falling with 
decreases and increases of quantity. 

A minor point on which the author seems to me to have fallen 
into error is in supposing that a jeweller who melts sovereigns 
to make a watch-cliain or set a stone in a brooch in a normal 
state of the market will incur a cost of IJd. “for melting” over 
and above what he would have to pay if he used uncoined gold. 
Why? He has to melt in either case, and if his productions are 
below the standard of fineness adopted for the coinage, is not the 
presence of the alloy in the coin an advantage rather than a 
disadvantage to him? 

In Kook III., which is much shorter than the others, we Pnd 
ourselves back again in the atmosphere of Book I. Various 
practical questions are discussed with real “common sense,” aided 
by familiarity with economic reasoning. The exposition of the 
inadequacy of the “national income” as a measure of the possi- 
bilities of material W('lfarc is especially admirable. The chief 
complaint which may be made against the book is one which 
may bo made against nearly all discussion of the economic future 
of society — there is no adt^quate recognition of the importance of 
inherited ])roperty. Wc are told that “the central thesis” of 
the whole work “is that so far as the economic forces work without 
friction, they secure to everyone th(', equivalent of his industrial 
significance at the point of the industrial organism at which he 
is placed” (page 698). Is it “friction ” that causes some j)crsons 
to inherit ten millions and most nothing at all? Or is a person’s 
“industrial significance” to bo measured by the quantity of 
property he has inherited as well as by his actions? Neither of 
these interpretations seems possible, and if the terms arc used 
in their ordinary sense, the pro]X)sition appears palpably 
absurd w^hen we try to form some estimate of the ratio between 
property which has been earned by its owners and property which 
has been inherited, and remember that the ratio must in alLpro- 
bability become smaller and smaller as the world grows older. But 
the error is the inevitable outcome of the current doctrine that 
“the problem of distribution is a problem of value” (instead of 
a problem involving quantity as well as value of labour and 
property). I fear that in regard to this important matter Mr. 
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Wicksteed will be classed by jthe future historian of economic 
theory along with the writers whom he most roundly condemns. 

Edwin Gannan,* 

The Sun's Heat and Trade Activity. By Professor H. Standby 
Jevons. (London : King and Son. 1910. Pp. 35.) 

This is a reprint, with the addition of a preface and summary, 
of an article w’^hich appeared in the Coniempora-ry Review for 
A^ugust, 1909. It is a most important piece of work. Time and 
research have brought to light n vv features of the problem of 
the trade cycle which were non-existent or unobserved when 
Professor W. S. Jevons wrote. His son now draws our attention 
to these two facts, that the incervals between successive periods 
of good trade approximate to some multiple of years, and that, 
according to recent D searclies, the heat emitted by the sun, which 
varies as the sun-spots, changes in cycles about eleven years, 
broken by less pronounced cycles of 3| years. The actual connec- 
tion between tliese cycles and trade oscillations Professor Jevons 
puts as follows when summarising his argument: — *‘When the 
dependence of industry on the harvests is admitted, the question 
aris('s how it is that industry as a whole does not vary in a period 
of 3^ years ; for it is well known that periods of exceptional trade 
activity, followed by a collapse and depression, recur all the world 
over after intervals lasting either seven or ten years. The most 
probable (‘.xplanation is that industry, owing partly to its methods, 
and partly to the mental characteristics of its business men, is 
unable to fluctuate in a period less than seven years in length. 
It n^ay be that its normal period of oscillation — that which would 
suit existing conditions best — is from eight to nine years in 
length. But the impulse from the harvests comes every 3| 
years, so that trade fluctuations must fit in to the nearest 
multiples of years. . . . Industry being unable, for economic 
reasons, to fluc;tiiate in a ]^x3riod of years, the trade cycle 
probably adjusts itself to the comjiarative plenty or dearth of 
successive periods. If exceeding plenty does not return until 
the third 3J-year period, it is natural that the next boom, and 
coiifiequcnt collapse, must be defen*ed until ten years after the 
last one.” 

Taking the wheat yield of the United States from 1870 to 
1902, Professor Jevons proves that it varies in an average period 
of 11*2 years, which is remarkably close to the average length of 
the sun-spot period, i.c., 11*125 years. This was the best result 
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obtained, but others relating to different kinds of natural products 
were educed in support of it. Finally, in this part of his re- 
searehes, Professor Jcvons constructed index numbers of the total 
agricultural produce of the United States. The index numbers 
revealed short period oscillations of 3*7 years. Now the long solar 
period, which includes three short periods, is 11T25 years, and 
one-third of this is 3*71. When the index numbers of American 
agricultural produce were correlated with the April to October 
pressure averages of the barometer at Cordoba, which reflect the 
solar period, a co-eflicient of - *437, and a probable error of *101, 
were obtained. As the correlation co-efficient is as much as four 
times the probable error, we may take it that dependence is 
established. It might be, of course, that bad harvests in one 
part of the world are compensated by good harvests in other parts, 
but Professor Jevons brings forward evidence to show that there 
is synchronism between the good harvests of some distant places 
— he instances the English Eastern Counties and the United 
States — and that such compensation as there may be does not 
wipe out cyclical variations. It is shown that in the statistics 
of world natural products which exist, cyclical movements are 
generally noticeable if not pronounced. The same cause might, 
of course, produce a bad harvest in one climate and a good one 
in another ; but whether and in what degree the fluctuations of 
natural products in different parts of the w^orld are compensatory, 
it yet remains to investigate thoroughly. 

Professor Jevons’ second task was to discover what, if any, 
connections subsisted between harvests and the state of trade. He 
takes a number of indices of the state of trade, for instance, pig- 
iron production, railway receipts, returns of banks, and foreign 
trade, and traces some degree of correspondence between their 
rhythmical movements and those of agricultural produce, though 
no correlative co-efficients or average periods are worked out. 
Deductively, it is argued as follows ; — “In reality the loss of 
capital caused m any one year by natural calamities, and even 
by great wars, is small in comparison with the fluctuations of 
Nature’s bounty. The harvests of grain in 1892 were less than 
those in 1891 by approximately one thousand million bushels. If 
we reckon the average value of such produce at 2^. a bushel, cthat 
mearfs that the world was poorer by i;J100,000,000 worth of 
goods in 1892 than it was in 1891. The grain crops of 1902 
exceeded those of 1901 by 2,500 million bushels, or £250,000,000 
worth. These figures would undoubtedly be considerably in- 
creased if we took, into account cotton, wool, rice, beef, mutton, 
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rubber, dairy produce, tea, coffee, peas, beans, potatoes, fruit, 
and a multitude of other agricultural products.” 

In my opinion, aftei these fresh investigations, the connection 
between the solar periods and the state of trade can no longer be 
doubted, though the degree of this connection remains to be esti- 
mated, and it has not been proved that the purely psychological, 
or economic, (explanation is not also partially true, indeed, in 
the first passage quoted above, and in other places, Professor 
Jevons leaves an opening for its mtioduclion. 

S. J. Chapman 


Land and Labour: Lcs-^om from Belgium. By B. Sebbohm 
Bowntree. (London : Macmillan and Co., 1910. 8vo. 
Pp. XX.+G33. Price IO 5 . Gd. net.) 

Mr. Eowiciree has follow( 3 d up the deserved success of his 
previous study of poverty in York with the larger inquiry, con- 
ceived in the same corufirehensive spirit and executed with the 
same intelligent jiains as that applied before to a single town, which 
is presented in th(^ present volume dealing with the economic 
condition of the inhabitants of Belgium. At different stages of 
the investigation wo arc reminded, often by direct comparison 
of the statistical r(\suUs obtained, of th(', earlier book ; and, in spite 
ol the criticism aroused by Mr. Kowntree’s former conclusions 
respecting the inadeijuacy of the incomes of certain sections of 
the po])ulation of the English cathedral city to meet an expendi- 
ture dictated by the bare neci'ssities of physical efiBciency, he 
pursues a similar course of reasoning in the chapters in the fifth 
part\)£ his new work, where he handles the general standard of 
comfort of the Belgians and the cost of living. He sees, it is 
evident, no cause for employing a dissimilar test. 

As far as the town workers are concerned, it may be noted, 
that, while in Eij^laiid no budgets were obtained for a class w^hose 
earnings are as small as those of the lowest class for which such 
information of income and ex^xiiiditure has been secured in Bel- 
gium, in the class above, where comparison is possible, the Belgian 
is b(*tter fed than thc^ English family, because a larger percentage 
of the receipts is expended on food in the Continental country. 
In the lowest class of all, indeed, in Belgium, the choice by the 
people of nutritive food stuffs seems to establish their superiority 
in this respect, at least, over the class in York, whose earnings are 
comparable, not with this lowest class, but with the class above. 

No. 79. — VOK XLX. * E, 
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But it is not only in this particular feature of his inquiry, but 
also in the general characteristics of the methods of collecting 
and digesting the material obtained, that Mr. Eowntree has 
adhered to the high tradition set by his previous monograph. He 
has used with discriminating care all the official information which 
he could procure; but he has added to this, as occasion has re- 
quired, independent investigation instituted by himself) and con- 
ducted largely through his own responsible agents and assistants, 
into special points of interest, where authoritative statistics were 
defective or non-existent. Such, for instance, were the inquiries 
made into the number of landowners and the size of their holdings, 
into the extent of the mortgage-debts of the peasant proprietors, 
into the wages paid in the principal industries, into the selling- 
price and rent of land throughout the country , into the incidence 
of local rates, and into the conditions of housing, both urban and 
rural ; and all these diligent and elaborate scrutinies were under- 
taken in addition to that collection and examination of some 
seventy family budgets to w^hich we have already alluded. The 
result of the four years of study, thus occupied, is an elaborate 
account full of interesting detail, and suggestive of certain general 
conclusions, which no English economist can henceforth neglect, 
who desires to know the conditions of Belgium or to compare that 
country with his own. 

For, as Mr. Eowntree states in his Profa(*o, his hoi)e has been, 
and is, to contribute to the solution of the problem of poverty in 
Groat Britain by throwing some light on its relation to the system 
of land tenure. For that I’eason Ik? is more concerned wdth the 
agricultural than with the industrial life of the Belgian people. 
Part T. of his book is devoted to the consideration of “some funda- 
mental factors in the social and economic coiidilion of the coun- 
try ; and here the history of land tenure, the number of landowners 
classified according to the size of their holdings, and the law^s of 
succession and inheritaiic(', and the methods of land transfer, 
occupy thn^e chapters of the five contained in the section ; 
while in the remaining two a description is supplied of the geo- 
graphical and physical characteristics of the country, and of its 
history and constitution. After some forty pages occupied in 
the succeeding part with “industriar’ life, we return in ^ Part 
III. to “agricultural* life; and of this a very complete examina- 
tion is attempted. In Part IV. “some factors influencing agri- 
cultural and industrial prosperity,’* such as (i.) education, wdiich 
in the author*s opinion suffers severely from being made a party 
question, and, in the case of primary education at least, has not 
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passed beyond a low standard, or as (ii.) the means of transport, 
on the cheapness and abundance of which Mr. Jiowntree has little 
bnt appreciative admiration to bestow, or as (iii.) the system of 
taxation, which does not meet with such unqualified approval at 
his hands, are considered. Part V. is concerned with a survey 
of the “standard of life,” beginning with the family budgets we 
have mentioned and passing on to such topics as co-operation, 
the drink problem, betting and gambling, housing, thrift, pau- 
perism, unemployment, and vital statistics; in Part VI. certain 
general “conclusions” arc set forth; and numerous Appendices 
contain an abundance of Tables dcj ling wii-li various topics treated 
in the main body of the text. 

From this summary it will be seen what industry has 
been judiciously bestowed upon the preparation of this valuable 
and bulky work ; and it will also be noticed that the space 
assigned to agricultu^^e is predominantly large. It would be im- 
possible within the limits of this review to do much more than 
instigate our readers to consult Mr. Eowntree’s pages for them- 
selves, where they Vvull find a veritable storehouse of accurate and 
instructive information ; and we may add that the concise repeti- 
tion of the chief results obtained, which is conveniently given at 
the end of each chapter, facilitates the grasp, and aids the recollec- 
tion, of the main conclusions reached. We do not think, however, 
that we should misrepresent the general purport of Mr. Kowntree’s 
own belief if w^e said briefly that, while he holds that Belgium has 
something to learn of England in the improvement of industidal 
life, Belgian agricultural conditions allord some instructive 
lessons which may be studied with advantage by Englishmen. In 
some respects the example set might, he thinks, be profitably 
imitafed. 

Industrial life in Belgium is, as he puts it, “at a low potential.” 
Wages are “very low” — being in the building and engineering 
trades about one-half of those j^aid in England ; and this lowness 
is due, apparently, to the small productivity of the workmen, and 
to the inconsiderable proportion of their number engaged on the 
manufa(.'ture of goods of the highest quality ; but it is still more 
largely duo to the wciakness of trade unions. In this last respect, 
here as elsewhere (as, for instance, in the matter of Co-operation )>,* 
the bitterness of the Belgian political parties results in inefl'ectual 
action. Catholics, Liberals, and Socialists, must, it would seem, 
have their separate societies and organisations, and they will not 
combine for common action. The consumption of alcohol, more- 
over, is large, while poor relief is badly organised. But, on the 
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other hand, the burden of taxation is not heavy, if it is mal- 
adjusted ; and there is probably less unemployment in Belgium 
than there is in Britain. House-rent is not high, partly because the 
cost of building is low, and partly also because the excellent and 
abundant means of cheap transport render it possible for the popu- 
lation to be “more diffused.” Workmen engaged in the towns can 
thus practically live in the country ; and there is a good system 
by which capital for providing housing accommodation for the 
poor is easily forthcoming in sufficient quantity. 

The system of transport, in which light railways fill a promi- 
nent role, while the canals are not neglected, contributes also 
to the undoubted success of Belgian agriculturists ; and the State, 
which owns most of the railways, plays no less beneficent a part 
in afforestation, which affords opportune employment in the 
winter when other work becomes slack, and also in the active 
help it gives tow^ards extending the knowledge of agricultural 
irnprovcmicnts. The light-railway system receives Mr. Eowntree’s 
(iSiKicial commendation. For, in spite of a soil naturally poor, 
which needs constant manuring, the yield obtained per acre from 
the cultivated area is higher in Belgium than it is in any other 
country of Europci. To an aptitude for agricultun^ is joined the 
necessity for intensive cultivation imposed by the subdivision of 
the soil. That subdivision is promoted by the French law of 
succession and by the density of population ; and, in consequence, 
the price and rent of agricultural land in Belgium are about twnce 
as high as they are in England. One in every ten of the popula- 
tion owns a plot of land, while the average size of a farm is 14| 
acres, compared with the average of 63 acres in Great Britain ; and 
63 per cent, of the agricultural population consists of farmers and 
memliers of their families w^orking with them, and only 35 per 
cent, of labourers, wdiile in Great Britain the figures are reversed. 
Yet the small holder, Mr. Eowntrcc admits, “lives roughly,” and 
“except in winter, wwks unreasonably long hours for low pay,” 
while the peasant proprietors’ mode of life is very similar to that 
of the tenant. “Both have to live sparely and w^ork extremely 
hard to make a living.” 

And hence, while our author thinks that Belgian experience 
shows that wo could establish a great number of small holders 
upon the soil of England, who would succeed, if, as in Belgium, 
adequate means of cheap and rapid transit were provided, co- 
operative methods of purchase and sale were encouraged, and 
agricultural education systematically diffused, he nevertheless 
does not believe that all is for Ibe best in Belgium. He considers 
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that she has failed hitherto to devise a proper means of intercept- 
ing, for the benefit of the community, the increase which has 
taken place most markedly in land values in that countrJ^ The 
controversial question of the taxation of “unearned increments” 
derived from landed ownership seems to us, we must confess, to 
be dragged into the quiet course of this disinterested narrative, 
rather after th(j fashion of King Charles’s head in Dickens’s well- 
known story ; and neither in the case of urban nor of rural land 
is it by any means certain that all the beneficent con equences 
which Mr. Rowmtrec manifestly expects to flow from this single 
expedient will be realiscid in fact. But such is the final moral he 
would enforce. Thcr(‘ an- also some other occasions where he 
allows his political prc'flilections to obtrude themselves with 
unnecessary prominence ; but those of his readers who do not 
agree with the particular solution of such d(?bated questions 
which he favours, ^ ili nevertheless be grateful for the scrupulous 
care and th(‘- unw^carying pains he has freely lavished on the 
concefition and the execution of this magnum opus. He has, in 
truth, conquered in this venture a new area for statistical re- 
search ; and for the strategy and tactics alike which he has om- 
I>loyod in his scientific work we entertain a sincere, respectful 
admiration. 

L. L. Price 


Four Cobdrn Club Pamphlets. 

Political Economy and Fiscal F^olicy. By Professor BrentanO. 
The Fiscal Policy of International Trade : Summary of Marshalls 
Afemorandum. By J. M. Robertson, M.P. 

The Empire Aspect of Preference. By Senator Pulsford, of 
Australia. 

The Revolt of the Protectionists in Germany against their own 
Tariff. By An^onymous. 

(London : Cassell"^ 1908-9.) 

Professor Brentano draws a parallel betw^een the present 
position of the German Plmpire and the state of our owm finances 
on tht eve of the refonns of Peel and Gladstone. Whilst 
England under Free Trade pays off debt, Germany under Protec- 
tion contracts it. In Germany now, as in England before 1840, 
the community is taxed very heavily for the benefit of organised 
minorities, whilst the State itself goes empty away. As a broad 
view of the position of the two countries and their fiscal histories, 
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Professor Bfentano’s picture may stand. When we go into 
details the result is less satisfactory. There is something revolt- 
ing in the spectacle when a writer whose academic eminence is 
admitted adopts the controversial methods of workaday jour- 
nalism. Professor Brentano is constantly careless of the niceties 
of economic reasoning, he frequently neglects the canons of 
ordinary logic, and occasionally displays an uugcncrons temper. 
As regards economic niceties, we find him instancing the rapid 
growth of taxable income in England after 1853 without inquiring 
how far this was duo to the depreciation of gold — nec^dless to 
remark also without mentioning the high wheat prices which 
prevailed at the same period. Wo find him, again, stating as 
“an uncontostod fact” “that the inland price of corn exceeds that 
of the corn price in the world market by ('xactly the amount of 
the import duty,” and implying that this is irrefragable evidence 
of the burden thrown by Protection on German consumers boih of 
wheat and of rye. Again, much of his general reasoning is open 
to criticism. “But was the new Protectionist policy at least th(; 
cause of an extraordinary economic progress of the German 
I>eople? If so, such an effect of Profi'ction would have mani- 
fested itself immediately upon the return to that system.” A 
gross non sequitur! Nor does it stand alone. His defects of 
temper are shown in passages where he suggests that the Pro- 
tectionist movement in England is due partly to the desire of 
the upper classes to provide for their sons in the Empire, the 
Army and the Navy, at the expense of the working classes (how 
this would be done is not explained), and partly to the evil 
designs of London business men who condemn Free Trade “for 
the very reason that it renders such abuses impossible aa have 
been the cause of the attacks on Protection in Germany and in 
America.” 

The summary of Dr. Marshall’s “Memorandum on Inter- 
national Trade” calls for little remark, since most economists are 
familiar with the original. It is worth while -i.oticing, however, 
that it illustrates admirably the importance of scientists giving 
their best even when they write hastily or for popular consump- 
tion. Brentano’s paper will hardly touch the mind of any reader, 
unless perhaps to make him suspicious of the cause which it 
advocates. Men who forgive the bias of a journalist or a politician 
are offended by the bias of a professed servant of truth. It is 
precisely here that Dr. Marshall’s superiority is manifested. 
Eeaders may not be convinced by every opinion which he ex- 
presses, but they will not suspect him of prejudice, and will, there- 
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fore, listen more attentively to what he has to say. From this 
point of view we regret that the editor has introduced notes 
intended apparently to dot the Free Trade “I’s’* of the 
Memorandum whilst erasing the crosses of its Protectionist “T’s.** 

Senator Pulsford, of Australia, has said something new about 
the fiscal problem. Casting about for evidence as to the probable 
outcome of tariff negotiation betw^een the United Kingdom and 
the Colonies, he hit upon the idea of studying the history of inter- 
colonial tariff agreements. Free Traders have constantly asserted 
on a priori grounds that great difiSculties would be encountered if 
ever the Prefercntialists got to business, but so far as we are aware- 
no one hitherto has illu'^trated those difficulties in this way I 
shall not attempt to sumniaTisc the argument. The senator most 
certainly should be read by men of all parties. It may be as well 
to warn the reader not to be put off by the opening sentence : 
“Will the Preference sprat catch the British whale?” It is 
almost the only clkhc in a vigorously written paper. 

“The Revolt of the Protectionists in Germany ” is anonymous. 
The writer gives a straightforward and well documented account 
of the present position of the iron and steel industry in that 
country, and of the causes which led fifty-six firms to petition 
the Reichstag in 1909 for relief from Protection. The position 
in few words is that firms which do not themselves manufacture 
steel and the cruder steel products are at the mercy of the syndi- 
cates. Their foreign market is confined or cut away, whilst 
mixed works compete fiercely with them at home. The chief 
criticism which occurs is the old doubt whether we are justified 
in attributing to Protection all the evils of trusts. As Dr. L6vy 
has well shown, there are otf'er reasons beside the absence of 
Protection for the comparatively innocuous character of the com- 
bination movement in England. But combination is growing over 
here, and is likely to grow. And if English industry generally 
were to change from organisation by independent firms to organisa- 
tion by cartells^ jye should find a number of firms left out in the 
process, and complaining that they could do no trade in a Free 
Trade country. H. 0. Meredith 


Vlmpot sur Ic revemi. Par Just Haristov. (Paris : Alcan, 
1910. Pp. 881.) 

Dissatisfaction with the direct taxation of France has ex- 
pressed itself for many years in attempts to introduce a general 
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income tax in place of the four taxes on land, trades, securities, 
doors and windows. These direct contributions do not strike 
all kinds of income equally ; some professional incomes are exempt 
from the patente, mortgages and State funds escape, and there 
are many other gaps. Their yield is not so elastic as that of the 
English income tax, and they do not directly ascertain income 
but measure taxable cai)acity from such external signs as the 
number of doors and windows, the kind of business, the number 
of employees, and the population of the commune. Hence there 
is a lack of uniformity, while the differences of treatment do not 
correspond with any intelligible principles of progression or dis- 
crimination. Hitherto the proposal to adopt an income tax has 
not been successful, but last year the Bill of M. Caillaux passed 
through the Chamber of J3eputies by a large majority and brought 
the matter to ah(?ad. An influential “Tjeague against tlic'. Income 
Tax and Fiscal Jn(]uisitiun” was organised in Paris, and at its 
request M. TIaristoy undertook to publish a volume against^ the 
proj(^(ded taxation. It was almost iiuwitable that in such a work 
th(j arguments on both sides would not always be examiruid with 
judicual impartiality, yet tlu're is an honesty of ])iirpose and a 
recognition of tht^ need for reform which go far towards placing 
it above the ordinary level of such polemical literature. There 
can be only one opinion as to the diligence and ability of M. 
Haristoy, though many will question the value of his conclusions. 

The keynotes of the work are sounded at the outset. The 
iiicoiue tax proj(^ct is out of harmony with the spirit of the Kevolu- 
tion wdiich suj)f)ress(.'d the vexatious impots personnels and 
substituted impots reels. To abandon the existing system of taxa- 
tion according to external signs iji exchange for one requiring 
personal declarations of income and official inquisition, would be 
to meddle with a sacred heritage, and to recall the strife, oppres- 
sion and arbitrariness of the Ancien lleginic. If there are gaps 
in the present system, they could bo I’ernedicd without over- 
turning the splendid work of the Constituent Assembly. 

The author is a determined opponent of “personal” taxation 
if that ambiguous term involves direct inquiry into incomes, 
though in defending the French sjstern against the charge of 
ignoring the circumstances of the taxpayer he insists that “real ” 
taxation is not inconsistent with exemption of small properties 
and poor people, or even with deductions for family charges and 
differential treatment of incomes. After an interesting study, in 
Part II., of the merits and defects of the four direct contributions 
W'hich it is proposed to suppress, the conclusion is reached that, 
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despite imperfections and inequalities, the present system is on 
the whole an excellent one, possessing the great merits of involv- 
ing the minimum of friction between the Treasury and the citizen, 
avoiding inquisition, and being very productive. 

Part T. is devoted to showing that income taxes give rise to 
serious abuses even in countries which have had a long appren- 
ticeship to them. Budgetary necessities created and maintained 
the tax in England despite its unpopularity. The Prussian legis- 
lation was only accepted because it replaced more barbarous 
methods. In neither country is the rate so high as is proposed 
for France, and there are constitutional tdiecks upon abuse of 
the syskiHi — M. Harjstoy mtmtions the House of Lords — which 
would be absent in that country. Usage counts for much, and 
the Germans an^ accustomed to submit to administrative authority. 
Yet even in Prussia and England, not to speak of Italy, frauds 
are (common, while the distribution of the burden gives rise to 
grave inequalities. The value and power of a tax, as well as 
the possibility of its application, depend upon the character and 
temperament of the citizens and upon the fiscal and political 
condition of the particular country, and the circumstances of 
France are in every respect unfavourable to an attempt to 
accliiiiatise such a tax. 

Part in., which occupies over two-thirds of the volume, 
analyses the different schedules of the proposed tax and super- 
tax {inipot conipUmmtaire). Many objections are raised to 
details, but the burden of the author’s complaint in every section 
is that the machinery involves formidable inquisition, menaces 
property, and must greatly disturb industry and commerce. The 
real purpose of the measure, in his view, is to ascertain income 
for Socialistic ends, and if adopted it must lead to higher progres- 
sion and a class war. 

Since the publication of this volume and the recent General 
Election, the new Finance Minister lias declared his intention 
of bringing forward a scheme similar to that of M. Caillaux, with 
precautions against the “inquisitorial and vexatious'' methods 
to which so much objection has been taken ; but though the project 
may be improved it certainly cannot be made to satisfy M. 
Hari^toy without abandoning every distinctive feature of an 
income tax. His main argument is directed against “personal” 
taxation, and no income tax could be so free from inquisitorial 
methods as to meet his demands. The principle of taxation 
according to external signs, the elimination of all declaration by 
the tax-payer, are to him the essential features of a good system ; 
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and if these are granted he is apparently willing to consider 
favourably the suggestion to render taxation more equitable by 
adding new indices of contributive capacity. Thus a proposed 
alternative to the impdt compUmentaire which would estimate 
ability to contribute by such signs as wages paid to servants, ex- 
penditure on horses, carriages and motors, receives his approval. 
“This system, which is in harmony with those of the Constituent 
Assembly, might be considered as leading automatically, without 
any inquisition, to reasonable and productive taxation.’’ But it is 
difficult to understand M. Haristoy when he deals with the equit- 
able distribution of taxation. He condemns the idea of progression , 
not merely because it involves risk of spoliation and arbitrariness, 
but as arising from the capital error of making taxation “per- 
sonal ” instead of “real.” In another place he asserts that a 
super-tax to counterbalance the burden of indirect taxation on 
the poorer classes is quite unnecessary, because th^' poor do not 
bear more than their share. Yet he views with favour a proposal 
for higher taxation of the rich provided it is “real.” The one 
thing he cannot contemplate is a direct inquiry into incomes. 

Stanley H. Tr^ENEii 


The Social Contract: More Particularly in Relatio7i to Taxation. 

By C. Y. C. Dawbarn. (London : Longmans, 1910. Pp. 

162.) 

Last year Mr. Dawbarn published a larger volume, Liberty 
and Progress, when the principles of taxation “seemed to be so 
well and generally accepted ” that he mentioned them only in a 
few stray notes. Subsequent events have c'onvinced him “that 
old principles should be restated and old teaching reinforced,” 
and for this purpose he tells us that he uses as his tools “the con- 
clusions of political economy.” This loads up, by way of the 
social contract and “a pitiless working out of the principles of 
individualism,” to the very old teaching thatJts^xation should be 
levied on the basis of payment for services received. Mr. Dawbarn 
does not appear to realise that the conclusions of political economy 
may here be in conflict with his own , and he shows no acquaint- 
ance with the criticisms which have been brought against^ this 
doctrine. However, it is interesting to find that he does not 
range 'himself with the majority of the upholders of the theory by 
deducing proportional taxation from it. Since life and security 
are of supreme importance to all, “a contribution in the nature of 
a poll tax may ^yell be demanded ” ; but before the end of the 
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volume this is translated into a 5 per cent, duty on imports, 
including food and raw materials without any exception whatso- 
ever. The incidental benefits of this project would be that the 
Free Trader and Tariff Eeformer would meet half-way, and that it 
“might settle our Irit^h diflVmlty,” since the preference of 5 per 
cent, would “compensate them for not having Home Eule.” 
But this alluring poll tax only pays for certain services, and no 
considerable amount of contribution can practically or theoreti- 
cally be exi>ected from it. Services rendered include more than 
personal safety. “ Surely those who taJvC the most [of the national 
dividend I must profit by the co-oi)eration of their fellows, and 
probably benefit at a progrescjive rate ” ; and so we are led to 
progressive taxation '^s the logical outcome of the principle of 
“services received. “ The author here almost succeeds in effect- 
ing a reconciliation between the faculty and benefit theories, as 
well as between Free Trade and Protection, Unionism and Home 
Eule. In the application of his doctrine there are many details 
almost as interesting as his poll tax, but on the whole the book 
contributes nothing of importance to theory or practice. 

Stanley H. Tukner 


The Trading Enterprises of Manchester. By Douglas Knoop. 

(In Die Gcivcindebetriebc in Frankreich und England, 

Ijeipzig : Duncker and Ilumblot, 1910. Pp. 78.) 

Mr. Knoop’s clear and concise article is one of a long series, 
dealing mainly with German towns, published by the Verein 
fiir ^Social poliiik, and deserves not only to be wddely read but to 
serve as a model for similar accounts of the activities of other 
British towns. Without disparaging the books of sturdy advo- 
cates and severe critics of municipal trading, we certainly need 
more careful analysis, impartial description, and elucidation of 
the many impee-tant problems of price, profits, debt-management, 
w\age policy, and the like, which arise in the operation of these 
enterprises. Mr. Knoop docs not trouble himself about the desira- 
bility of municipal trading, nor does he even criticise the details 
of policy; he is content to explain the origin, growth, present 
position, price system, and financial results of each of the enter- 
prises, and it is only when this has been done for a large number 
of cities that w^e shall be able to realise the wide differences of 
practice from place to place. As this is apparently the only 
article in the series which treats of the United Kingdom, it 
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would have been useful to foreign readers if the author had 
explained that great variations exist among our towns ; that while 
Manchester charges a higher price for gas outside the city 
boundary than within it, Glasgow is forbidden to do so ; that 
while Manchester applies large sums from the profits of the gas- 
works in relief of rates, Glasgow must devote the profits exclu- 
sively to the undertaking itself. Many other differences of equal 
moment could be drawn between these two cities alone. But 
Mr. Knoop’s article am 7 )ly fulfils the promise of his English title 
even though it is scarcely adequate to the German one. It is 
an excellent and orderly statement of the facts from which the 
reader is free to draw his own conclusions. 

After dealing with the enterprises seriatim, sections are 
devoted to general remarks upon financial results, selling policy, 
the contrast between municipal and private trading, and the 
attitude of the civic authorities to the question of trading. In 
only one case — tramways — is the transference from private to 
municipal management sufficiently recent fco permit of any con- 
trast, and it is shown that more rapid and cheaper faciliii(‘s have 
been provided, that the position of employees has been greatly 
improved, that the contributions in aid of rates have been much 
higher than when the tracks were leased to a private company, 
while a substantial depreciation fund has been accumulated in 
addition to the sinking fund. To what extent the facilities might 
have b(‘en imf)roved and cheapened, or the rent paid by the com- 
pany raised, if the policy of municipalisation had not been adopted 
it is, of course, impossible to say ; but Mr. Knoop, perhaps unin- 
tentionally, conveys the impression that all the improvement is 
attributable to the change from private to municipal operation. 

The soiling policy of the enterprises is admirably described, 
and we wish that considerations of space had not prevented its 
expansion. It would have been interesting to learn, for instance, 
the reasons for diffejential charges within and without the 
boundaries. The j;)roblem of halfpenny fares, wliich has recently 
been much discussed in a number of cities, is carefully considered. 
They exist on a few routes in Manchester, but “statistical 
inquiries show that 35 per cent, of the penny passengers travel 
only a mile or less, and it is estimated that the adoption of one 
mile halfpenny stages w^iuld have the effect of transferring 50 
per cent, of the penny passengers to the halfpenny class, and 
would result in a reduction in revenue of £107,0*20 per annum. 
To makeup for this loss of revenue, fifty-one millions of additional 
halfpenny passengers would have to be carried per annum, which 
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alone would necessitate a large increase in the number of cars, 
and consequently increased working expenses and fixed charges, 
for the same revenue.” The Tramways Committee consider that 
even half-mile halfpenny stages on the main routes would cause 
loss of revenue. The experience of other towns lends consider- 
able support to this view, but where the tramways are yielding 
a high profit the question may be raised whether it is better to 
apply a given sum to relief of rates or to reduction of fares and 
improved facilities. It is not very easy to give a positive answer, 
yet circumstances are conceivable wdiere even halfpenny stages 
which absorbed some of the profit would be more socially beneficial 
than a slight relief of rates, '^^he consumers* surplus would be 
very large if tlicsc statistics are trustworthy. 

ST.4NLEY H. Turner 

Homing Rcjorm: A Handbook for Practical Use in American 
Cities, By Lawrence Vetller. (Bussell Sago Foundation : 
New' York Qharitics Publication Committee, 1910.) Price 
$1.25. 

Mr. Veiller, who was Secretary of the Tenement House Com- 
mittcic of the New York Charity Organization Society, Secretary 
of the Tenement House Committee of 1900, and first Deputy- 
Commissioner of the New York Tenement House Department 
created to carry out the recommendations of that Committee, 
speaks with peculiar authority upon the housing question in 
American cities, and his book is a wnlcome addition to the publi- 
cations of the Bussell Sago Foundation. 

To English readers it is particularly interesting, both because 
of t^ie likeness and the unlikeness of the American problem to 
that with which reformers are struggling in English towns. Here, 
a.s in American cities, we have not only to clear away and improve 
th(j bad conditions which are the legacy of past ignorance and 
neglect, but the far more important, if less obvious, task of pre- 
venting such coiulitions from coming into existence again. We 
have to work out the problem of urban housing ; the type of 
building best suited to diffenmt kinds of towms and different 
grades of occupiers ; the bye-law's and building regulations which 
will effectively prevent bad conditions and yet not hamper build- 
ing enterprise ; the methods of management by which those who 
are not socially educated enough to treat their dwellings properly 
may become worthy tenants of decent houses. On 411 these 
problems, and the many issues with which the housing reformer 
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is familiar, Mr. Veiller’s work throws much light ; he is sugges- 
tive, thoughtful, and always interesting. 

Fortunately, perhaps, for us, we have no conditions quite 
like those of New York, which are, indeed, abnormal. *‘In no 
other city is the mass of the working population housed as it is 
in New York; in tall tenement houses, extending up into the 
air fifty or sixty feet, and stretching for miles in every direction 
as far as the eye can reach. In no other city are there the same 
appalling conditions with regard to lack of light and air in the 
homes of the poor. In no other city is there so great congestion 
and overcrowding. In no other city do the poor so suffer from 
excessive rents.” In England, we may add, the type of working 
population is entirely different. New York has to house a mass 
of varied nationalities in many stages of civilisation. In parts of 
London, and in some of our great ports, we have the same con- 
ditions, but not on so large a scale. Moreover, the difficulty 
which pervades all American social work, that of purifying 
munici])al politics, of passing and administering legislation under 
the auspices of a corrupt party machine, is iiot one which wcj 
have to fac(i. Allowing for th(‘so variations, however, many ci 
Mr. Veiller's sensible recommendations and suggestions for 
securing improved laws and their proper administration, will 
commend tlicniselves to English workers. Some of them are 
already, and have long been, embodied in our housing law, others 
are yet only in the iuv. In some ways the Anu‘i‘ican standard 
is in advance of ours ; for instance, Mr. Vciller says of New York 
w'orkmeirs dw\dlings, that ”in 86 per cent, of all the new houses 
erected })rivate baths for each family have been jirovided without 
compulsion by the builders, of their own volition.” Improved 
legislation and better administration alone will not solve the 
housing problem. We have still to educate the tenants and the 
landlords, and it is inten'sting to note that Miss Octavia HiH’s 
w^ork has sjiread to America, where “excellent results have been 
obtained in Philadelphia by the work of the Oefij^via Bill Associa- 
tion.” Mr. Vciller ends his excellent little book, with “a chapter 
of Dont’s,” most of which should be laid to heart by housing 
reformers. “Don’t attempt to legislate first and then investigate 
afterwards.” “Don’t complain of the enforcing authorities vutil 
you are familiar with their methods of administration.” “Don’t 
cease your efforts after you have passed a good law.” 

No doubt Mr. Veiller will correct an irritating confusion of 
sheets made by his binders when he produces a second impression 
of his book. L. Fisher 
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Unternehmertum oder Gemeindebetriebe? By Emil Schiff. 

(Leipzig : Duncker und Humblot. 1910. Pp. iv. + 80.) 

The title of this book is somewhat deceptive, as it contains 
no complete discussion of the case for and against municipal 
trading ; it is really a reply to Lord Avebury’s book On Municipal 
and National Trading j which has recently been translated into 
German. Mr. Schiff is chiefly occupied wPh comba.ting Lord 
Avebury’s vigorous attacks on the niunicipalisation and the 
nationalisation of trading undertakings. He adopts a more or 
less intermediate position bctw^'cn that of the extreme Indi- 
vidualists and that of the extreme Socialists, but it is difficult to 
say exactly what his attitude is, as he never deals with the 
general principles concerning the proper limits State manage- 
ment of industries. He contents himself with approving of what 
is being done in Germany at the present time, and mentions in 
particular municipal water, gas, electricity and tramways, and 
State railways, telegraphs and telephones. On the other hand, 
he holds that the manufacturing industries are best left to private 
management. 

Mr. Schiff finds fault with some of Lord Avebury’s statistics, 
but, unfortunately, his own arc by no means beyond reproach. 
For example, Mr. Schiff points out quite rightly, that Lord 
Avebury is not justified in asserting that private management 
is preferable to municipal management merely because the price 
of gas charged by certain companies is less than the price of 
gas charged by certain municipal itkis, as no proper allowance 
is made for the differences in the price of coal and no allowance 
at air for differences in the cost of the land on which the works 
are erected for differences in the size of the supply areas, for 
differences in the meter rents charged, and most imjx)rtant of 
all, though Mr. Schiff' does not mention this point, for differences 
in the prices which can be obtained for the by-products, which 
tiej:>end almost ei.tirely upon local conditions. Having denounced 
Ijord Avebury’s English figures, Mr. Schiff proceeds to quote 
some German figures of exactly the same character, and to which 
all the same objections can be made, with a view to showing 
that certain municipal gas works are more efficient than certain 
private gas works ! With the same object in view, he compares 
the prices charged in different towns for electric current for light- 
ing and power purposes, without making any allowance for the 
groat differences in local conditions (e.gf., cost of coal, size of 
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supply area, character of the demand for current), or for the 
various methods of charging for electric current. 

Perhaps the most remarkable statistics in the book are those 
relating to the safety of railway travelling in Great Britain, 
Prussia and the United States. In what concerns this country, 
w^e are informed that 73 {)ersons lost their lives in the Tay Bridge 
disaster, and that in 1889 80 persons were killed in one railway 
accident alone. In Prussia in 1903 of every ten million railway 
passengers only four were killed on the average. In the United 
States, during the administrative year 1906-7 ( 11,839 people were 
killed and 111,016 injured in railway accidents. It need hardly 
be said that, as these figures are absolutely incomparable, no one 
can gather anything from them about the comparative safety of 
railway travelling in Great Britain, Prussia and the United 
States. 

Although some of Mr. Schiff’s arguments arc not very sound, 
most English readers, who hold moderate views about municipal 
trading, will consider that he has succeeded in answering Lord 
Avcbuiy’s arguments, although they may not be prepared to 
accept Mr. Schiff’s views about the desirability of nationalising 
British and American railways, as he has hardly made sufficient 
allowance for the special conditions of those countries. 

Douglas Knoop 

Enterprise and the Productive Process. By Frederick B. 

Hawley. (New York and Jjondon : G. P. Putnam’s Sons. 

1907. Pp. xiv.-f 467. Price, $1.75.) 

In this book Mr. Hawley j>resents his views with regard to 
some of the fundamental terms and ideas of economics. In the 
first place, he wishes to narrow considerably the generally accepted 
scope of economics. Instead of such a definition as Dr. Mar- 
shalls that economics is the study of mankind in the ordinary 
business of life ; that it examines that part of individual and social 
action which is most closely connected with the attainment and 
with the use of the material requisites of well-being, he desires 
to substitute the definition that c(ionornics is the science of indus- 
trial income. He wishes to exclude the consideration of individual 
and social activities, as distinguished from economic activities, 
and therefore to omit, amongst other things, the whole of that 
branch of economics known as consumption, and to regard 
economics as the science concerned with the creation of exchange 
value.* 
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Mr. Hawley’s method of Istudying economics is almost purely 
deductive. Like members of the old school, he abstracts the 
economic motive from all other motives, and assumes that the 
expectation of a ne^ gain is the determinant of every human 
action. Some of his views are very similar to those which were 
formerly held, but which have now generally been discarded as 
inaccurate and out of touch with the real facts of life. For 
example, he believes in a somewhat modified wages-fund theory ; 
further, he conceives of all labour as constituting a single class, 
and of changes in the supply of labour a.i being dependent entirely 
upon changes in the population. 

The best part of the book that dealing with profits. The 
author emphasiser the importance of the function of the entre- 
preneur or enterpriser, who a.ssumes the responsibility and the 
risks necessarily associated with every business undertaking. 
The nature and essential character of this function is pointed out, 
and it is carefully differentiated from the functions of the other 
factors of prodi^ction. In dealing with these, Mr. Hawley takes 
the point of view, that enterprise is the prcidominant factor in 
production, and that land (or opportunity, as he prefers to call it 
in more general terms), labour and capital are merely subsidiary. 

The author’s object, ho informs us, is to establish the undcr- 
lying premises of economics in an authoritative and definite 
manner, so as to gain public confidence', and to make practical 
applications of economics possible',. In this we foci sure he must 
fail, for, quite apart from wdiether his views are right or wrong, 
his book is far too abstract ('ver to appeal to the general public. 

Douglas Knoop 


Die Bilanzen der privaten Unternehmungen. By Btchard 
Passow. (Leipzig: B. G. Teubner, 1910. Pp. xii. -1-355.) 
Price 8.40 marks. 

Dr. Passow ’s work lies very much on the border-line between 
business economics and accountancy. He is chiefly concerned 
with discussing two questions : firstly, to what extent balance 
sheets can give a true and complete picture of the financial posi- 
tion of an undertaking, and secondly, to what extent they actually 
do so. A good deal of space is devoted to discussing technical 
and legal points connected with the drawing up of balance sheets, 
and these will hardly appeal to economists. On the other hand, 
all economists who are interested in industrial finance will appre- 
ciate the careful w^ay in which Professor Passow weighs the 
No. 79. — VOL. XX. • F F 
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various considerations which must be borne in mind in judging 
balance sheets, and in attempting to make deductions from them. 
The subjects of goodwill and depreciation receive special atten- 
tion. The inadequacy of many balance sheets, which appear to 
bo drawn up with a view to giving as little information as ix)ssible, 
is strongly einphasisccl. Tlie first part of the book is devoted 
to the discussion of balance sheets in general, whilst in the 
second }jart es}>ecial attention is given to the balance sheets of 
particular undertakings, such as limited liability companies, 
banks, insurance companies and railways. 

Douglas Knoop 


The Vagrancy Problem, By William Harbutt Dawson. 

(London : P. S. King and Son.) 

chief feature of Mr. Dawson’s book, ''The Vagrancy 
Problem,’* is that it places bedore the general reader in lucid form 
a comj)act statement of the (‘xtent of the ]>roblem, wdiat has been 
done in other (iountries, and what might be done in this country. 
Mr. Dawson shows very (dc^arly that the existence of an army of 
vagrants, such as we possess in (Tr(‘at Britain, is a menace in 
itself to any attempt to deal with othcT and more deserving aspects 
of the wider problem of unemployment. While this large army 
of inefficients is able to wander about at will it offers an insidious 
temptation to the temporarily weak and unfit of the morc^ 
permanent industrial army. 

Mr. Jdaw^son places his finger upon one of the weak points of 
our [)rcs(mt system when he treats of the general 2)ractice in 
casual w^ard administration, “every union follows its own devices 
in making the life of the tranjj) hard or easy .... in the absence 
of a uniform i)olicy, few unions take the question of vagrant 
regulations seriously.” He realises, however, that the ad- 
ministrators of the floor laws are not wholly to blame for this 
state of things. It is the system that is at fault. He therefore 
jileads for an altei'ation of the system on tlie lines that have met 
with at least jiartial success on the Continent. 

To justify this departure he advances the 2>lea “that society is 
justified, in its own interests, in legislating the loafer out of 
existence, if legislation can be showm to be equal to the task.” 
With the exception of the two chapters dealing with “The 
Problem Stated” and “The Urban Loafer,” the remaining 
chapters are devoted to proving that legislation can at least 
minimise the chief evils. 
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Much of the information he adduces is the result of personal 
investigation into the conditions which prevail in continental 
establishments ; while he takes full advantage of the mass of 
(widence accumulatc^d by the Iloyal C-omniissiojis aiul tb(^ private 
inquirer upon the subject. Out of the various systems with 
which he deals in the book, Mr. Dawson favours the J3e]gian 
system in operation at Merxplas as the type of institution that 
could be set up in this country for the incorrigible idler, with 
beneficial results. The work done here is a combination of 
agriculture and manufacture, and the principle ac>cd upon is 
detention for a lengthy period. After supplying the inmates with 
the necessaries of life, any surplus is disposed of to governmental 
(establishments, so as h. compete as little as fiossible with the 
independent worker. 

It has been proved so far that the “work-shy ’ can work, and 
work fairly well, wIkui he is compelled, and at work requiring 
some considerable sKill and ingenuity. ]3y placing this collection 
of facts before the public in a convenient and readable form, 
Mr. Dawson has a’dvanced the problem one more step towards 
solution. The academic stage has long since been reached. The 
“rnan-in-the-strect ” now needs convincing. 

E. Dillon Clarke 


Where Shall She Live? By Mary Higgs and Edward E. 

Hayward, M.A. (P. S. King and Son. Pp. v + 216.) 

This is a synijiathctic acc'.ount of the difficulty felt by the 
poo^’est women in finding decent lodgings at the price they can 
afford ^to pay. The sub-title — “The Homelessness of th(‘. Woman 
Worker” — is perhaps misleading, for Mrs. Higgs in her j^irt of 
the book includes a good deal of description which applies to 
women who cannot fairly be described as workers. The question 
is a difficult one, as the problem is confused by including the 
class which takes 3K)fuge in common lodging-houses and casual 
wards. So far as these are concerned, we entirely concur with 
the demand for better regulation of the lodging-houses and the 
closing of the casual ward to women, who should be dealt with 
on otter lines by the Poor Law authorities. But what the worker 
requires is a higher wage, which will enable her to pay a commer- 
cial rent, and it may be questioned whether the provision of 
subsidised Hornes will promote this end. The ideal would be 
that such Homes should become temporary asylums, whence the 
women should be drafted to the better paid work which would 
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enable them to make for themselves a real home. That an 
asylum is often greatly needed, especially for young girls, is 
shown by some of the typical cases quoted in Appendix IV., and 
the “National Association for Women’s Lodging-Houses” will do 
a good work in promoting the establishment of small Homes — they 
should surely always be small — throughout the country. 

H. Bosanquet 


The State and the Doctor, By Sidney and Beatrice Webb. 

(London ; Longmans. 1910. Pp. 276.) 

Mr. and Mrs. Webb are engaged in a vigorous, and, as I 
believe , beneficent agitation for the reform of the Poor Law on the 
lines of the Minority Keport. In agitation repetition is essential. 
The agitator has no time, and ought not to have any time, to put 
his programme into new language, or think out his principles in a 
new form. As long as a sufficiently large number of {>e(>ple read 
or hear his appeal, it is a positive advantage, with a view to 
common action, that it should reach them through the same 
instances and even the same phrases. At the crisis of an agita- 
tion, time and ingenuity should be devoted, as Cobden found, not 
to making new speeches or even new' documents, but to discover- 
ing new ways of bringing existing material into the minds of 
those who are still indill erent. Accordingly Mr. and Mrs. Webb, 
just because they are in earnest about their movement, have, 
since the conclusion of their enormous labours in the pn^paration 
of the Minority Eeport itself, shown extraordinary skill in induc- 
ing more and more people to read either the whole or some 
particular part of it. They compelled the Government^ to issue 
two huge editions of the original Beport at an unprecedentedly 
low price. They have themselves issued two editions appealing 
to dilferent audiences. The “National Committee for the Preven- 
tion of Lostitution ” has reprinted successive sections of the 
Beport in pamphlet form. Now, for the ‘benefit of the medical 
profession, all the sections dealing with medical treatment are 
brought out (with a certain amount of rearrangement and revision) 
as a cloth-bound book called “The State and the Doctor.” 

The only person who has any right to complain is the con- 
scientious reviewer who has read the Beport and takes up the 
book in order to bring his knowledge of the subject up to date. 
If he has the two documents both open before him, he will find 
himself constantly thinking that he is entering on new matter, 
only to find some familiar fact or quotation which leads him to 
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discover the passage in the Eeport, perhaps a hundred pages 
earlier or later than its context in the book. 

But even if at the end of his work he finds that the new pages 
which he has read are not many, he may be thankful to have 
followed again a demonstration of the confusion and suffering 
which has resulted from the existence in the United Kingdom 
of a system of me^lical treatment of the d('stitutc anconnec-tod 
with, and therefore getting neither help nor instruction fiom, the 
general public health service. The authors in their shore “his- 
torical introduction,” make the rather inh^resting suggestion that 
the completeness of this separation may have been originally 
due to Chadwick’s notoriously bad temp'a . Speaking of the 
Public Health Act of 18 they say : “Chadwick had, in fact, 
by this time fallen out with his nominal superiors, the Poor Law 
Commissioners, and had transferred all his interest and enthusiasm 
to the sanitary side? oi the work. H(‘ was accordingly glad to 
break this off from tl^e unpopular Poor I jaw Commissioners, and 
to become . . . the leading personage in a new Government 
Department, the General Board of Health” (p. 5). Unfortiin- 
alcdy, in 187.1 , when the Local Government Board w^as established, 
official tj'aditioji was already too strong to permit of any effective 
amalgamation even of the central control of public hygiene. 

From the point of view of the stud(uit of sociology one of the 
most disastrous eff'ccts of this separation has been to withdraw 
the wdiole system of Poor Law’ medical relief from the checks 
and guidance provided by proper statistics. But even while the 
public provision of medical treatment remains in its existing 
condition of disunity the Local Government Board might insist 
on a general and uniform system of statistical returns. Whethei* 
th(^ Education Committee of the London County Council send 
crowds of children to the outpatients’ departments of the hospitals, 
to bo given box(^s of ointment for defective vision or bottles of 
medicine for ringworm ; or a rural Board of Guardians receives 
expectant mothers into the sick- wards of a general w’orkhouse, 
the State ought at least to learn, and publish, the results. 

Graham Wallas 


Life and Labour in Germany. (London : The Labour Party. 
1910. Pp. 72.) 

InvestiCtATORS who have spent laborious years in the 
endeavour to understand some of the complex economic and 
sociological problems which the modern development of Germany 
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presents, must have been bewildered by the succession of reports 
upon German working-class conditions which the various com- 
missions and deputations of Free Traders and Protectionists have 
produced of late. An investigator of the older school can only 
envy tlic facility with which the conventional fiscal delegation is 
able, on the stnmgth of a few^ days’ ramble, to resolve difficulties 
and complexities which in his own case have yielded only to 
long and patient inquiry, and to arrive at bedrock facts and 
ultimate conclusions which he, with his pedantic proneness to 
reserve and caution, has not been able to achieve at all. Well, 
th(UX3 is perhaps not one of us who, in these hurrying modern 
days, runs no risk of becoming old-fashioned and out of date, 
and if the tarifl' tripjiers, pro and contra, have succeeded in laying 
down the lines of a new and improved lightning method of 
investigation, the slow-going truth-seekers of an older ago must 
try to take their conge with a good grace. 

One is tem])ted to complain of th(3 publication which has 
suggested these chastening reflections, that in breadth of generali- 
sation and general “cocksureness” it falls below the standard of 
the usual fiscal deputation literatim^ on Germany. For if the 
new lightning midhod of investigation does not yield absolutely 
certain results, it fails to justify itself, and w'e might as well go 
back to the slow" and discredited method of scientific inquiry. 
S(3riously, it is only fair to say that the Labour J^arty delegation 
found on f;onfronting social conditions in Germany that great 
cautiousness in judgment was necessary, and many of its con- 
clusions arc accordingly marked by a reserve which some oth(‘r 
dej)utations hav(3 rc'gardcd as supt^rfluous. Nevertheless, even 
the most cursory r(\ading of this report is sufficient to show 
that, however honest the intentions of the delegates, their outlook 
has been partial, and they have often mistaken impressions for 
facts. 

The report is divided into nine sections, in which the writers 
discuss g(nera,l social conditions in Germany, the cost of food, 
housing and rents, tariffs, unemployment, wages, household 
expenditure, hours of labour, and finally the conditions as to 
wages, hours of labour, etc., prevailing in certain trades and 
occupatkms, viz., iron and steel founding, engineering>> steel 
works, t('xtile factories, printing and railway service. 

The conclusions arrived at are in all cases stated with modera- 
tion. As to tlie cost of food, the delegates found that “high 
prices stare one in the face . . . wc were deluged with statistics 
showing that the increase had been about 25 per cent, during 
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the past ten years.” The bread eaten by the working classes is 
said to be of rye and inferior to British bread (a statement to 
give pause to those degenerate Englishmen who are only too 
pleased to eat German rye bread when they can get it) , tlie price 
being IJd. and 2d. per 11*. Coltee is bought mixed with chicory at 
the price of from lOd. to Is. pe^r lb. ; butter is said to be a rarity in 
the “poorer ” working-class homes (as in England), an^l margarine 
and oth(U’ substitutes arc largely cafcn ; sugar costs from 2i{d. to 
3d. per lb. ; the cheese generally eaten costs from 8d. to lOd. per 
lb. ; milk costs “about the same or perhaps slightly less than in 
England,” viz., IJd. per pint; and potatoes and vegetables aje 
“very reasonable in price.” As to meat, we are told, without 
any localisation of tlv* figures, tlia.t. l>e(‘f c‘osts from 7id. to lid., 
veal about lOd., and ]jork from lOd to Is. per lb., but the 
writers oniii to stafe that this juc'at is all home-grown Horse- 
meat, costing from 4d. to 5d. iier lb., is ^aid to be “eaten to some 
extern t,” and flfhaui horse-meat shojis were found in one town 
visited; “there is no concealment about the matter, although 
there is naturally some reticence to speak of it on the part of 
those who consume it.” 

The delegates were unfavourably impressed by the housing of 
the w^orking classes in the towns visited. “The German work- 
man,” they say, “is housed in barracks, and, room for room, pays 
for his housing nearly double the amount paid in Great Britain, 
exclusive of fjoudon.” Tf only the vmy large towns are here 
referred to, the statement may Ix' true; applied to German hous- 
ing conditions geiuTally the statennent is inaccurate. 

A large quantity of data are given on the subject of the wages 
earned in various trades, and the delegates state that a “feature 
c.om nTiri to Germany is that the wages of the labourer are higher 
rolativ(*ly to (those of) the mechanic than in this country,” though 
they found exceptions whkdi “were somewhat confusing, and at 
first misleading.” They place the earnings of skilk^.d mechanics 
in tlie large towns^for a normal working day (which is longer 
in Germany than in this country, the usual range being from 
9J to 10 hours) at about 5s. 6d., but add that there are greater 
differences betw^ecii the highest and lowest rates than in Great 
Britain. 

Although tlu^ Labour delegates refrain from too positive asser- 
tions, they arc evidently of opinion that German working-class 
conditions in general are inferior to thosc^ prevailing in this 
country. They point out, however, various compensating facts, 
such as the excellent provision against sicknegs and invalidity 
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enjoyed by German workers (“we found workmen at home, and 
certified as sick, who were in receipt of nearly as much as they 
would have been earaing if at work”); the “social welfare” 
institutions connected with so many industrial enterprises, both 
public and private ; th(^ amenities of social life provided by 
municipal bodies, etc. They are less reserved in their criticism 
of Protection, which they contend has inflicted great injury upon 
the working classes, and they point to the known fact that many 
German manufacturers are quite ready for the abolition of the tariff. 
Finally, the report pays a deserved tribute to the spirit of method 
and organisation which runs through German life, and which 
accounts in a far gr(‘.ater degrees than is generally supposed for the. 
wonderful progress which Germany has made in various direc- 
tions during tlie past half century. 

The foregoing fairly indicatc's the ground covered by tlu* 
Labour Party’s lat(‘st contribution to the libratun'. of the fiscal 
question. Without knowledge of sources and methods of collec- 
tion, it w^ould be an un])rofitable task to weigh the value of much 
of the statistical information contained in the report. Th(' most 
interesting and useful parts of the re))ort aii'. those which embody 
the delegates’ first-hand observations of such labour conditions 
as can be judged safidy without relation to figures : many of these, 
cvidcmtly wTitten by men who tlioroughly understand the trades 
of w^hich they speak, are illuminating and suggestive, and the 
same may be said of not a few reflections upon GJerman social and 
domestic life scattered throughout these 72 pages. Yet, in spite 
of all, the lightning method of investigation is not convincing 
and can never be exhaustive. Facts are not like mushrooms 
to be gathered at the surface, but like minerals, mined underneath. 

William Harbutt Dawson 

A Congressional History of Railways in the United States. By 
Lew^is Henry Haney, Ph.J). (Mafiison, Wisconsin. 
Vol. I., to 1850. Pp. 273. Vol. II., 1850-1887. Pp. 335.) 
Eeprinted from The Bulletin of the University of Wisconsin 
— Economics and Political Science Series, 

These two volumes not only contain an important part of the 
railway histoiy of the United States, but are at the same time 
a valuable contribution to tlu*. political and commercial history 
of the i>eriod covered. In the earlier years the position of railways 
as a factor in commerce w^as little understood, and it was not until 
the second period was well advanced that it was generally con- 



1910] HANBY : RAILWAYS IN THE UNITED STATES 425 

ceded that railway operations fell within the scope of the inter- 
state “commerce “ of the Constitution. 

The railway history of the United Stares may be said to 
begin in 1827, when the first railways for general commercial 
purposes and for passengers \.erc chartered. Th"-ee years later 
it was settled that the method of traction should be steam, and 
shortly after the controversy over wood and stone sleepers v/as 
decided in favour of the former. 

The early history of rates is very similar to that of this country. 
The charges for haulage were separated from the tolls for the 
use of the road. Maxima for rates were laid down, and at this 
time were of substantial signiiicance. In one respect there was 
a difference. TIk'. idea api)ears to have prevailed in Congress 
“that rates were to be based solely on cost- -upon weight, bulk, 
distance and grade.” 

The wa}^ for railways was not clear. Canals and roads, many 
of which had received substantial aid from the State, were in 
possession of many of the most profitable routes. The controversy 
over the relative iherits of the three means of transport was long 
and I)itter. Iioads succumbiHl first, but it was not until close 
on 1850 that railways were finally recognised as superior to canals. 

In this early |X3riod the mail service had an important 
influence on railway development. In 1838 all railways in the 
United States were constituted “post” routes. Friction between 
the postal authorities and the railways led to maximum rates 
being fixed for the carriage of mails ; whilst the improvement of 
the mail service was the most important factor which led to 
railways superseding canals and roads as “national improve- 
ments.” The aid was given in various ways. In some cases the 
Government undertook surveys. Eemission of duties on railway 
iron was general. Many railways received land grants, which 
took the forms of gifts of right-of-way and of the proceeds of land 
sales. With the exception of land grants, all these forms of 
assistance came t^) an end by 1860. The history of the earlier 
land grants is closely associated with the big social and political 
questions of the day. The questions of Slavery and Homesteads, 
States Eights as opposed to Federal Government, the unsettled 
and*struggling West as against the more developed Fast, one and 
all had their influence at various times on the policy pursued. 

The period of the great land grants did not come until the 
early ’sixties with the passage of the charters for through railways 
to the Pacific. The advantages of such railways for military 
and mail purposes were insisted on. The fear of a separate 
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Government being established West of the Eockies was a potent 
influence. The desire to participate in the Asiatic trade and the 
general flow of emigrants westwards were additional reasons for 
the establishment of Transcontinental railways. About 1871 the 
opposition to further land grants became so strong that we may 
look on this as the close of the period of State assistance. After 
the Civil War the conflict between settlers under the homestead 
laws and the railways became acute. The operations of the rail- 
way companies were in many cases fraudulent and overbearing. 
The growing hostility to corjx)rato activity culminated in the 
Grainger movement. At the same time the demand for land — 
largely for soldiers — increased. These, coupled with the realisa- 
tion that land grants were no longer economically desirable, 
brought about the change. 

Looking back over the ]>eriod from 1835 to 1870, the policy 
pursued scorns to leave boon one of encouragement of railway 
construction by assistance, from either the individual States or 
Congress or both. The need for improvement in internal com- 
munication was strongly felt. The conflict between States Eights 
and Federal Authority precluded Congress from undertaking t^io 
actual construction of railways, and so encouragement was given 
to induce constnu'tion by private entcu’prisc. The assistance 
was not always given wisely. Littk'. care was taken to see that 
conditions attaclied to the assistance were observed. In faedi, 
Congressional action was op|)ortnnist in the extreme. The pre- 
vailing spirit seems to have been to get railways built somehow, 
and leave the future to take care of itself. The principle of 
encouraging railway constni(*Iion was right. For the failure to 
grasp what the j)osition might become Mdien railways were 
measured not by hundreds or even thousands of miles, but' by 
tens of thousands, a heavy penalty has had to be paid. . 

Turning back a little, an important development can be 
noticed in the early ’fifties. A movement was on foot for a 
modification of the duties on railway iron. The railways 
organised to bring pressure to bear on Congress. This ultimately 
developed into a regularly organised railway lobby. Later, in 
1887, the Pacific Eailway Commission reported that in their 
judgment “moneys of all the bond-aided roads have been ii^ed 
for the purpose of influencing legislation.’' Whilst direct proof 
of bribery was absent, it was certain that- very large sums had 
been expended. The railways made frequent use of money and 
passes to influence legislation. State and Federal Courts were 
also affected. “Not only was there lobbying at the National 
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Capitol, but in the legislative seats of Kansas, Nebraska, Colorado, 
and elsewhere, full representations were maintained, and millions 
V'Ore expended for the services of lawyers to influence legislation.’* 

So far as Congress was concerned, the history of railway 
development onwards to 18^"^ was mainly a matter of Pacific 
railways. First oiic part and then another part of the country 
was traversed, until by 1883 one might have journeyed from the 
Atlantic to the Pacific by four diffc^rent routes. A very interesting 
comparative table dealing with these railwajs is given, showing 
th(i Government aid and the foi-nis in wdiich it vvas given, also 
the conditions attached thereto- limit of time for construction, 
number of directors and l>y wluu.i appointed, capitalisation, rites, 
character of road, etc. 

Apart from this, the giOMt inteiest of tliie period lies in the 
regulation of the railw^ays by ("‘engross, and the latter half of the 
second volume is devoted to this. 'Phe earlier regulation was 
not based primarily on the ‘‘(‘oimnereo Clause.” ddie outbreak 
of the Civil War brought wdtli it problems of transfiortation. 
Military necessities made it exjM.Hlicrit that the Government 
should have power to use the railways without interruption or 
obstruction. An A(‘l was passed in 1862 authorising the President 
of the Uni tod Siat(\sin certain cases to take possession and operate 
ra'lw\'iy or teh'graph lines. Fear was expressed that this Act 
granting the power to take [Tossession might be made tlic nucleus 
of a compreh(Uisive system of Government railways, and in the 
same Session a joint resolution was passed whicdi i>laccd limita- 
tions upon the power of tlie (executive to prevent this from 
occurring. The chief effect of the War on railways was to cause 
a wave of nationalism which threatened to break down constitu- 
tioiml barriers against Government regulation. 

Idle War also caused railways to ht^ taxed. As a business 
pre-eminently intcr-Statc in character, the raihvays were well 
suited for Federal taxation. As producers of revenue the taxes 
were very effective. They were, however, purely War taxes, and 
were repealed in 1870. A point of especial interest is that these 
taxes were not intended to b(i taxes on the railway industry. 
They w ere arranged in such a way that the burden of them could 
be shifted on to other shoiddcrs, and this was the intention. 

It •was noted above that the mail service was the cause of 
some of the earli(\st dealings of Congress with railways. From 
1850 to 1870 this matter was left very much alone, and as the 
result serious troubles developed. The Postmaster-General had 
to report that the railways were carrying the mails or not as 
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they pleased. Again he reports — “It is manifest that their 
present attitude — seemingly defiant in its tone, as it is disorganis- 
ing in its tendencies — cannot be endured without humiliation to 
the Government. ...” On the other side it must be pointed 
out that the method of paying the railways for mail services was 
very unsatisfactory. No change had been made since 1845, and 
the refusal to give the facilities on the ground of inadequate pay 
had considerable justification. With 1870 a period of regulation 
of the mail service begins. The general “Post-office Act ” of 1872, 
the Act of 1873 modified in 1876 and 1878, altering the basis of 
payment for Post-office service, the Acts of 1879 and 1881 dealing 
with the [)rovision of the Post-office car service, indicate the 
change which had taken place. The mail service was no longer 
pleaded as a ground for aid. The relation had changed to one 
of regulation. 

Idle earlier legiilation of the dealings of nulways with com- 
merce was negative in its (haractcr. The jealousy of the Stat('s 
one of another led some of them to refuse charters to railways 
which would tend to benefit their rivals, and to grant monopoli(iS 
to others. Aft('r several years of effort, a Bill was passed in 
1866 to facilitate communication among the States. This aimed 
at breaking down State-granted monopoli('s. Iji the discussions 
the shameless use of [)olitical ix)wer by the railw^ays was a 
frequent subject of comment. 

Positive r('gulation really starts from the Granger movement. 
The farmers depended upon the profitable sale of their wheat in 
Eastern markets. When some years after the War prices fell 
and railwvay rates remained high, the outcry was great. The 
railway methods of the tim(‘ wen^ such as to warrant attack. 
“Corruption of political units: wastefulness and mismanagen^ent 
through ‘ rings,’ construction companies, fast freight lines, etc. ; 
fluctuations and discriminations in rat()s due to fierce rate wars — 
all these things and more were rife.” Various proposals were 
made for dealing with the position. Extensions of inland water- 
ways were advo(*ated ; schemes for a Government railway were 
put forward. Finally, in 1874. the House passed a Bill for- 
bidding unreasonable charges and providing for a board of railway 
commissioners with power to make a schedule of reasonable rates. 
This is probably the most notable attempt to regulate the railway 
rates prior to the Interstate Commerce Act. The Granger move- 
ment did a good w^ork. It taught railway officials that they were 
administering public highways ; it taught the public that railway 
property was entitled to reasonable profit. 
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Even yet the power of Congress to regulate railways under the 
Commerce Clause was not generally conceded. In fact, it was 
not until 1886 that all opposition vanished. The development 
was gradual — from negative regulation to partial positive regula- 
tion, to general positive regulation. The Inter-Ctate Commerce 
Act of 1887 closes the period. By the Act a Commiesion was 
established, pooling was forbidden, whilst a long-ynd-short haul 
clause was included. Further, the Commission was directed to 
secure publicity of rates. Important as the issues involved were, 
a most extraordinary ignorance of railways Vvas shorm in debate. 
The realisation of this more than anything else turned the scale 
in favour of a “Commission,” about which there had been a 
strong difference of opinion. 

An interesting fcatuni was the supi>ort given by the railways 
to the Bill. The Fe<lt)ral Government liad dallied eo long that 
th(‘ State's, onc^ alter anothei , had tfdvcii up the matter. The 
Acts of the '‘ arious States lacked uniformity and differed in 
severity. The railways are well dcscribeil as “invoking Federal 
regulation to escape the furies of State legislation.” The change 
was significant. “The day for consigning the public to damna- 
tion was passed.” The railways could no longer exact all the 
traffic could bear. 

The preparation of this history has been done with great care. 
Tht^ sources of information are given in minute detail, and Dr. 
Haney deserves our thanks for a most valuable piece of work. 
One fault wc have to find. The second volume contains an undue 
number of clerical errors. As examples we would quote the 
following: — On page 17 “between 1840 and 1850” is printed 
when^ “1850 and 1860” is intended; on f)age 62 1853 appears 
foi^l863, and on page 63 “5 ft. 8J in.” is given as the standard 
gauge. The errors arc so many that it would be an advantage 
if a list of errata were prepared and issued. 

W. T. Stephenson 


Ireland from the Union to Catholic Emancipation, A Study of 
Social, Economic, and Administrative Conditions, 1800- 
• 1829. By D. A. Chart, M.A. (Dent and Sons. 6s.) 

It is not every Irish student of history who is qualified to 
pass an impartial judgment on the social and economic condition 
of Ireland in the three decades immediately following the Union. 
The passions roused by the Act of Union, and yet more by the 
means employed to carry it, are with us still; political parties 



430 


THE ECONOMIC JOURNAIi 


[sept., 


in Ireland are differentiated by their attitude towards that Act. 
In Ireland it is difficult for a man who takes an interest in public 
affair’s to avoid the bias with which party views will affect his 
judgment. Mr. (lliart has (ionquer(3d the difficulty, he writes in 
a calm judicial huiiper, and, as far as one may infer from his 
book, has no cause to advance other than that of historical truth. 
He is, as the preface indicates, an official of the Public Eecord 
Office, and the nature of his duties, besides affording him favour- 
able opixu’tunities for research, must also have contributed to 
develop in him a respect for historical evidence as well as a 
capacity for ap])reciating it. 

The economic problems which meet us in the period reviewed 
by Mr. Chart are of special interest. That there occiirrcd a 
remarkable decline in manufacturing industry, and an extension 
— it can hardly be called a development— of agriculture is a fact 
which no one questions. Mr. Chart is em[)Iiati(' in assorting it ; 
the statistics which proven both parts of the statcunent are avail- 
able, and it might have added to the value of his book had they 
been used more freely. Assuming, as w(^ may "do wdtliout hesita- 
tion, that the fa(ds W(‘r<3 as Mr. Chart describes them, W’(‘ ask 
how^ they are to be accounted for. The expansion of agriculture 
finds an easy explanation. Tlie high prices for agricultural pro- 
duce maintained during the long-continued w^ars with Naj)oleon 
put a premium ou the farmer's industry which had its effect in 
Ireland as w(dl as in England, and the political influence which 
in Ireland the votes of thc^ ‘‘forty-shilling frc^eliolders ” gave to 
the landlords induced tliem to multiply the small holdings. But 
the causes of the decline of the manufacturing industries is not 
so appai’cnt. Mr. Chart's explanation is CjS folkws : — “Kegarding 
Ireland in its productive capacity as a single whole, its relative 
advantage undoubtedly lay in the pursuit of agriculture and the 
supplying of provisions. In manufactures, on the other hand, 
especially those of a higlily organised nature, the relative advan- 
tage lay rather with Great Britain, particula^’ly in view of the 
much more rapid introduction of labour-saving machinery into 
that country. C rider stress of British com]^)etition , even in the 
home market, Irish cotton and woollen manufactures gradually 
declined, and w^erc by 1829 not far from extinction. The Ulster 
linen industry was only just saved in time by the adoption of 
power spinning and weaving.’' The explanation is good as far as 
it goes. But it does not go far enough. How was it that the 
cotton and woollen industries were unable to hold their own 
against English competition, and how was it that the linen 
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industry was able to save itself? It is true that improved methods 
of manufacture were adopted by the linen makers ; but was not 
the adoption of the new methods open to the manufacturers of 
cotton and woollen goods as well? Moreovia’, the cotton 
industry was established in ihat portion of In land which is 
usually described as the home of the industrial virtues — Belfast. 
In the year 1800, according to evidence cited by Wakefield 
(Vol. I., p. 705), it gave employment to 37,000 jicrsous within 
a circuit of ten miles round that town. It was promoted by 
men of singular enterprise, by Joy, McCabe, MXVacken, and 
others, who had introduced the spuining jenny and the carding 
machine, and ernploy<^d water-power to work them. At Coilon, 
in Louth, 1,300 looms were bus3^ and at Stratford, in Wicklow, 
a factory c'rectcd at a cost of £40,000 gave employment to 500 
winders and weavers. Wakefield attributes the prosperity of 
Belfast and its neighbourhood to the spread of the cotton industry. 
“In Antrim,” h*' remarks, “it is astonishing with what rapidity 
the linen looms are exchanging for those oi cotton, and they are 
beginning to s]r6ad to a conbiderahlo distance from Belfast.” 
4nd again, “Forming a circle at the distance of twenty miles 
from Belfast, it will be seen that commerce and the cotton 
manufacture have, by their influence, diffused hapfuncss and 
jirospcrity throughout that favoured spot, and given to the people 
an air of ease and affluence very different from what is observed 
in otlier parts of the cmuitry.” Yet the industry which was 
“firmly established” and progressive, which had, a,s Wakefield 
pointed out, “obvious advantages over the linen manufacture,” 
was, seventeen years after his work was published, “not far from 
extinction,” and the linen industry, which the same observer 
regai^led as a less valuable nat’onal asset, was maintaining itself 
successfully against English competition. How^ is the difference 
to be explained? We can discover no advantage on the side of 
the linen manufacture otlier than this : its interests were watched 
over by a board of trustees apix)inted by th^ Government, and 
endowed with an annual grant of £20,000, and this assistance, 
a continuation of the policy of the Irish Parliament, it enjoyed 
up to the year 1827. Grants w^re, no doubt, made by Parlia- 
ment in favour of cotton and woollens, but this fitful aid, ad- 
ministered through the Distressed Manufacturers' Belief Com- 
mittee, was not comparable to the steady and systematic favour 
accorded to linen. Whatever may be said of the political results 
of the Union, there can hardly be a doubt as to its effects upon 
the young industries of Ireland. The marvellous growth of 
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prosperity in the country in the decade following 1782 was due, 
before all else, to the development policy of the Irish Parliament ; 
it was impossible that an assembly of which the great majority 
were Englishmen, concerned primarily for English interests, 
and with an imperfect knowledge of Irish conditions, could 
bestow upon Irish industries the attention they had received 
from the native legislature. 

Mr. Chart’s book has much that is of profound interest to 
the Irish reader on social life in Ireland during the period with 
which he is concerned, on the relations between landlord and 
tenant, on the State Church, the magistracy, education, 
municipal administration, poor relief, and other topics which 
enter into such a survey as he has undertaken. In his preface 
he modestly expresses the hope that “the work will be considered 
a contribution to knowledge,” the judgment of the reader will, 
without doubt, amply bear out this anticipation. 

T. A P'lNLAY 


The Strength of England. A politico-economic history of 
England from Saxon times to the reign of Charles I. By 
J. W. Welsfukd, with a preface by Dr. (Cunningham. 
(Longmans, (xreeu and Co. 1910. 5s. net.) 

The half of this book which belongs to the Economic Journal 
is not easy to review. It is the unfinished MS. of a dead man, 
lovingly and generously commended to us by one who prized him 
and his work. Spirited, independent, passionately patriotic, it 
is neither learned nor, I venture to say, wise. I should hesitate 
before endorsing Dr. Cunningham’s commendation of it as a 
“masterly sketch,” wdiich “no serious student of our political life 
in the past can afford to neglect.” Yet students will do well not 
to neglect it, for it stirs the mind — if only to dissent — more than 
some writing more learned and more wise. 

Both text and bibliography suggest an inadequate groundwork 
of economic knowledge. Very probably the bibliography is 
incomplete. It contains at most twenty-five economic works, not 
all relevant to the period covered. There is nothing of Vinogradoff 
or Seebohm, of Mary Bateson or Mrs. Green, nothing of Scharnz 
or any other German, to mention a few obvious omissions. Why, 
even in a first draft, the English of 1066 should be called com- 
pendiously “shepherds” (p. 42) 1 cannot think. And the phrase 
“the craft gilds or medieval trades unions ” (p. 127) is suspicious, 
though it may only a bit of popular writing. More serious 
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than lack of information is an apparent incapacity to handle 
historical causation. For instance, “Parliament in 1381 passed 
the first English Navigation Act. . . There was, therefore, an 
English fleet prepared to defend England from invasion (p. 156). 
From the context I assume — thv>ugh I am not absoluccly certain — 
that “therefore” is to be taken strictly: a more than usually 
short-lived medieval Act of Parliament is to be taken as effecting 
what its promoters hoped to effect. Or again (p. 4l2) — “England 
owes the commencement of her national life to the protective 
policy of her towns.” The value of that policy is well worth 
discussion ; but only charlatans or dogmatists credit to single 
causes complex processes of national life. 

Mr. Welsford was the dogmatist. To him all “protection” 
was a seed of good, and no growth is too great or complex to be 
ascribed to it. Like many dogmatists of his school, he spent 
much time in knocking down a sort of imaginary dogmatists of 
another school. He explains (p. 248) how^ the Elizabothans pro- 
hibited foreign wool cards. “According to the Free Trade theory 
English cloth-makuig ought to have been injured; but, in fact, 
England before long made not only the best cloth, but the best 
wool-cards. This ounce of fact is worth a ton of theory.” 
Whether the “ounce” is worth anything I do not know. Its 
value for present-day purposes depends entirely on circumstances 
connected with the manufacture, trade, and smuggling of cards 
in the' sixteenth century, with which I am not, and Mr. Welsford 
can hardly have been, acquainted. Supposing it really valuable 
it is but an^ illustration of a very familiar “theory ” about infant 
industries. 

Most unlikely occasions are improved for the sake of the faith. 
Augustus taxes the trade from Britain to Graul (p. 4). “It is a 
curious coi^.j^cidence that the foreigner to-day shares the view of 
the Eoman of two thousand years ago, that when the British fail 
to reply to Continental tariffs, the Continental customs duties 
arc equivalent to a tribute paid by Britain. The British meekly 
paid the tribute. . . .” In the thirteenth century (p. 46) “the 
citizens of one town treated an Englishman from a neighbouring 
town as a foreigner. In this respect there is a marked resem- 
blanc^ik to the treatment which Great Britain now extends to her 
Colonies.” “Curiouser and curiouser,” as Alice said. The 
chapter on Simon de Montfort is headed (p. 91) “The Bights of 
the People asserted by a Protectionist.” 

Mr. Welsford was always on the lookout for the interaction 
of economics and politics, and that is why I agjree in part with 
No. 79. — VOL. XX G G 
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Dr. Cunningham. Among other things, his discussion of the 
economic aspects of the seventeenth century, exaggerated and 
doubly tendehzids ** (see p. 285 — “when James* innocent son 
was publicly murdered*’) has set me thinking. He has stated 
as facts a number of propositions that deserve inquiry, though his 
equipment and method must prevent scholars from accepting 
any one of them on his sole authority. 

J. H. Clapham 


The Scottish Staple in the Netherlands. An Account of the Trade 
Relations between Scotland and the Low Countries from 
12Q2 till 1676, with a Calendar of Illustrative Documents. 
By Matthijs P. Eooseboom, M.A., D.Litt. (The Hague : 
Martinus Nijhofl. 1910. Pp. xiv + 237 + ccxlvi.) 

Dr. IIooseboom’s book is in many respects supplementary to 
that published last year under the joint authorship of the late 
Professor Davidson and Mr. Gray, which dc'alt with the same 
subject. The latter was planned on wider lines. It gave a 
general introduction to the study of Scottish foreign trade, and, 
in the consideration of the staple itself as a sub-division of thc^ 
same movement, concentrated attention on this institution when 
it was located at Veore. Dr. Eooseboom confines himself to the 
investigation of the rise of the staple, and hence he limits his 
work to the period when it flourished, closing at the year 1676. 
Further, his method of treatment presents certain points of 
individuality. The first half of the book (pp. 1-237) consists 
of a historical account of the system, while the second (printed 
as pp. i to ccxlvi) consists of a series of documents which have 
been copied from various archives on the Continent. 'These 
consist of contracts relating to the staple, letters and papers con- 
cerning it, and other writings of various kinds which bring the 
reader into contact with contemporary opinion on the various 
negotiations about proposed changes of the staple-town. 

It is remarkable that in two works, both of considerable size 
dealing with the same subject, there is so much in each that is 
not to be found in the other. It is a tribute, too, to the character 
of Dr. Eooseboom’s book that one comes away from the reading 
of it with a strengthened interest in the organisation which he 
has described. In The Economic Journal (xix., p. 207) attention 
was drawn to the problem, suggested by the Scottish Staple at 
Veere, namely, what was the reason that various towns in the 
Netherlands spent' so much in endeavouring to obtain the staple- 
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contract? Dr. Eooseboom’s book provides much information on 
this point. First, we obtain details of what was given or offered 
by towns competing for the Scottish staple. For instance, in 
all cases freedom from Customs and extensive remissions of the 
excise on drink atxd f(X)d were promised. In additior to this, from 
1513 to 1522 Middt^lburg offered a money-payment of “11,000 
golden guilders” (pp. 33-38), and in 1612 Veere involved itself 
in large expenses, such as gratuities, the building of a Scottish 
Church, the paying the rent of a national (Scottish) inn, of a 
house for a ministi^r as well as his salary (p. 145). In this book, 
as well as the previous one, the magnitude of this outlav is a 
matter of surprise. Dr, Eooseooom suggests in a tentative 
manner several cxidanaFons. It is to be remembered that the 
town wdiich was made the staple-port obtained a mono|)oly of the 
staple' goods, and this brought purchasers of these to attend its 
markets. Further research might show that the staple-port made 
good its outlay on obtaining the contract by the charges levied 
on merchants of other towns. It may be noted that something 
of this kind seems to have hapj>ened in connection with the 
Host-men of Newcastle. Another suggestion of Dr. Eooseboom's 
is that high bids made for the staple w'^ere due to municipal 
jealousy, “whence the securing of the staple for their own town 
might even be of secondary interest to their preventing another 
city from having it” (p. 71). To these theories another may 'be 
added*, i.e,, the importance assigned to the raw materials exported 
from Scotland (Davidson and Gray, p. 429), which w'cre worked 
up in the vicinity of the staple-town and a part exported to 
Scotland. This view is supported by the clauses in a proposed 
contract from Bruges in 1469, according to which, as a great 
concession, the Scots were permitted to bring cloths to be dyed 
in Flanders, which they might ship home again, but under no 
circumstances were they allowed to sell cloth in the Low 
Countries (Eooseboorn, p. 24). 

W. E. Scott 


Die Deutschen Grossbanhen und Hire Konzentration im Zusanu 
nienhange mil der Entwickelu7ig dcr Gesammtwirihschaft 
hi Deutschland. By Dr. Eiesser. (Jena : Gustav Fischer. 
Bp. 715.) 

It takes a long time to read the 715 pages of the above book, 
written by Geheimer Justizrath Eiesser, but it is worth 
while to study all he says concerning, the principal 

G G 2 
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Grerraan Banks and their concentration in connection with 
the economical development of Germany. For the author, 
who during several years has been manager of one of 
the leading Berlin banks, and who is now ordinary 
Honorary Professor at the Berlin University, and the President of 
the Hansa Bund (an institution which has been created to defend 
the interests of trade and industry), shows, with great competence, 
what has been done by the principal banks to develop Germany’s 
trade and industry before and afte^r the foundation (in 1870) of 
the German Empire, how German banks have been created 
abroad, etc. Especially the particulars given by him concerning 
the efforts made by the German banks to extend their business 
in countries beyond the sea, and the way they proceed to issue 
National and foreign loans, constitute syndicates, and work in 
the interest of trade and industry, are worth reading. 

In the second part of his book, Justizrath Tliesser treats the 
great movement of concentration of the banks wliicb has taken 
place since 1870, and which still continues, so to say, without 
interniption . He explains also the reasons w'hich are in favour 
of such concentration, showing, however, how this concentration 
has led to the constant augmentation of capital and present 
powerful jx)sition of the leading German banks, which have at 
present a capital of 1,204 million marks, viz. ; — 
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The Doutscho Bank 200 million marks 10 millions 


Dresdnor Bank 

... 2(X) 



10 


Disconto Gesellschaft 

... 170 


» » 

8-6 


Bank fiir Handel und Industry 

... IGO 


»> 

8 


Sohaaffhausensoher Bankverein ... 

... 146 



7-25 


Berliner Handelsgesellsohaft 

... no 

> » 

>1 

5-5 

} t 

Commerz und Discontobank 

... 85 

i i 

n 

4-25 


Nationalbank fiir Deutschland 

.. 80 

»» 

>> 

4 

i ) 

Mitteldeutscbe Creditbank 

64 


it 

2-7 - 

> t 


1,204 60-20 


C. Eozenraad 


Die FAnfluss dcr Bank und Geldrerfassung auf die Discontopolitik 
im Deutschen Reich, in England, Frankrcich, Osterreich- 
Ungarn, Belyien und den Niederlander, Von Georg 
Schmidt. (Leipzig : Duncker and Humblot. Pp. 1^0.) 

This book gives full particulars concerning the banking and 
currency systems of six of the leading commercial nations of the 
world, and compares the discount and gold policy of the issue 
banks in those cqiintries. In comparing, however, the different 
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banking systems, the author has not explained as fully as would 
have been necessary, that England has a more developed banking 
and cheque system than any other country, and above all, that 
the Bank of England is the clearing house of all nations, liquidat- 
ing not only the liabilities of Great Britain, but also those of 
Europe with other continents, and that London is the banking 
centre of the worid. 

But Mr. Georg Schmidt’s book is full of interesting facts 
concerning the fiduciary circulation, go'd and discount policy of 
the above issue banks, and he has Hindered a great service to the 
banking community by putting these facts together and showiiig 
the influence of the different banking and currency systems on the 
discount policy of the banks. What he says of their transactions 
in foreign bills, gold, etc., is worth reading. 

With great clearness he explains also the modifications which 
have taken place in the new German Bank Act of June 1st, 1909, 
which partially came already into force on January 1st, 1910, and 
which will be applied in full on January 1st, 1911. With great 
warmth the author pleads against the stipulation contained in the 
new Bank Act, that the legal maximum, free of tax, for the issue 
of banknote's by the Imperial Bank of Germany, originally fixed 
at 250 millions, will be raised from January 1st, 1911, from 450 
to 550 million marks, and at the end of every trimester to 750 
millign marks. It is indeed a fallacy to fix a limit for the issue of 
banknotes, for expcirionce has shown that it is not in the interest 
of trade and industry to limit the fiduciary circulation of a country 
to a certain maximum, which it becomes necessary to increase 
continually. At times , when trade is active , more notes are required 
than jv’hen business is slack, and it is then in the interest of trade 
and industry that the first Institution of the country in charge of 
the fiduciary cii'culation should not be hampered to meet the wants 
of the people by a legal maximum, above which no notes may be 
issued unless a heavy tax is paid. It is much better that no legal 
prescriptions shoidtJ bo given as to the maximum above which no 
notes may be issut'd, but to stipulate, as is the case in Holland, 
that the issue bank may issue as many notes as are required, 
provided that the amount of its fiduciary circulation together with 
the amount of its account currents, is always covered to the 
extent of at least 40 per cent, by a reserve of gold , or in countries 
having a gold and silver standard , by a reserve of gold and silver. 

C. Bozenbaad 
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The Rupee Problem, a Plea for a Definite Curremy Policy for 
India, By M. de P. Webb. (Karachi. 1910. Price Ee, 1.) 

Mb. Webb’s pamphlet, which is mainly reprinted from the 
Times of India, deals in successive chapters wdth the general 
problems of Indian currency during the last thirty years, with 
criticisms of the existing system, and with proposals for its 
improvement. The lucid survey of the question in the first 
chapter is in many resixicts admirable, but it is a little coloured, 
perhaps, by the disappointment of a bimetallist. The change in 
1893 is characterised, for reasons which would apply to any 
deliberate change whatever, as “a wholesale violation of the 
fundamental principles upon which all modern monetary systems 
are based.” This sentence is only correct as a statement of 
historical fact if the relative clause refers to the violation and 
not to the ):)rinciples — for almost every country in the world , with 
the exception of Great Britain, has made a change, to which Mr. 
Webb’s criticisms are applicable, within the larst forty years. In 
the same way, Mr. Webb’s speeches to the Karachi Chamber 
of Commerce, which he reprints at the end, show a willingness 
to be discontent'd with all the fruits of the new system. In 
1903 Mr. Webb declared that “a restriction of the ciirn'.ncy tends 
to produce a fall in i>ri(;es, and a fall in prices means that every 
agriculturist and worker in India has to give more of his produce 
and substance than liefore in order to pay his taxes and other 
obligations. Such a state of affairs is the worst possible in which 
a country can find itself. . . . What this country requires and 
^ demands is a plentiful supply of rupee purchasing power, so that 
its industries and people may be healthily and judiciously 
stimulated.” But in 1908, after a sp^dl of high prices and 

plentiful coinage of rupees, he is still dissatisfied : — “The purchas- 
ing powders of the rupee have fallen— much to the disadvantage 
and loss of the poorer classes in this country. It is a matter for 
close study whether this depreciation in the’ value of our silver 
currency has not been in some measure encouraged by an over- 
coinage of rupees by Government.” Mr. Webb’s criticisms go 
far V towards cancelling one another. 

Mr. Webb’s complaints in Chapter TI. of the Government’s 
vacillations of policy during the period which immediately suc- 
ceeded 1893 seem well justified. The Government certainly did 
almost all that was possible to make a failure of the new system ; 
but in recent years its nature has become much better understood, 
and, apart from the size cf the gold standard reserve, about which 
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opinions may differ, there is little room for complaint. Of Mr, 
Webb’s actual proposals an import duty on silver seems to the 
present writer to be wholly admirable, and has in fact been 
adopted by the Indian Government since Mr. Webb wrote his 
pamphlet. The tax, against which few good arguments have ever 
been adduced, seems to have been a great success, and ought to 
have been imposed long ago. But in his plea for the sale of 
Council Bills by the Secretary of State at a uniform price of 
Is. 4d., Mr. Webb does not appreciate the fuh effects of wiiat he 
proposes. The existing system of allowing the price of bills to 
fluctuate, in accordance with the intensity of demand, between 
“gold points” on either side Oj. Is. 4d., in which respect the 
Indian exchange n'scmbles all ether exchanges, has the effect 
of spreading remittances more evenly throughout the year. At a 
uniform price all the year round, ihc sale of bills would be on a 
larger scale than it is at present during the busy season, and on 
a smaller scale during the slack s(nisoi}. This increased irregularity, 
in itself an inconvenience to Government finance, might some- 
times lead to the ‘wasteful passage of gold backwards and forwards 
and to the more frequent use of the gold standard reserve on 
occasions of no emergency. But I should expect it, on the other 
hand, to exert a beneficial influence, though perhaps not a very 
great one, towards steadying the Indian bank rate and diminishing 
the difference between the annual maximum and minimum. Mr. 
Webb’s statement that the fluctuations arise out of the arbitrary 
decisions of an official hardly gives a correct impression of the 
forces at work or of the general rules normally followed by the 
India Council. 

With regard to the controversial question of the proper magni- 
tud(f of the gold standard reserve, Mr. Webb is right, in my 
opinion, in holding that it ought to be considerably increased, and 
that the Indian Government, adopting throughout too optimistic 
a policy, have been too ready to divert the income of the reserve 
to other purfK^scs. But when he maintains that the reserve should 
be held entirely in gold and mainly in India, he, together with 
many other critics whom the India Office have wisely withstood, 
is misapprehending the true character of the Indian system, as 
weU as the general drift of currency reform in many parts 8f the 
world. In 1893 it was believed, no doubt, in many quarters that 
the closing of the mints was a first ship towards the establishment 
in India of a full gold standard. In 1898 the Government of 
India still believed that this should be their ultimate goal. But 
since that time fulh'r experience in India aud elsewhere has led 
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to the explicit recognition of a new system of currency known as 
the gold exchange standard, in which notes or token silver coins, 
which are permanently established as the predominant medium of 
exchange, are kept near a fixed par in relation to gold by Govern- 
ment control of the foreign exchanges. A much larger number 
of the countries of the world than is ordinarily recognised are now 
using this method in practice, and to a growing extent. They hold 
their gold reserve for the purposes of foreign trade only, and they 
economise the use of metal by holding bills on the chief commer- 
cial centres abroad with which they are in close relation. The 
method is sufficiently safe and is, in the matter of economy, vastly 
superior to a gold currency. Its widespread adoption in greater 
or less degree since 1900 marks a definite stage forward in 
monetary evolution, and is likely to have far-reaching effects in 
the future. The critics of the existing policy in the case of tbc 
Indian gold standard reserve are misled by its name into supposing 
that one of its proper objects is the accumulation of gold in India 
for the purpose of eventually establishing a full gold standard 
there. But when the real nature of the gold ^.xchange standard 
is realised, it is clear that the reserve should be kept where it 
will be wanted for sui^porting exchange — namely, in London, and 
that, as long as it is kept in a fairly liquid form, there is great 
advantage and no loss in earning interest. It would be as reason- 
able to keep the gold reserve in Calcutta as to keep the reserve of 
coined rupees in London. 


J. M. Keynes 



NOTES AND MEMOKANDA 

Applicattons of Probabilities to Economics. —IL 

This second exemplificntion of applied Probabilities is like the 
first derived from the tiioory of Monopoly. The feature of that 
theory with which w^e are now concerned is the power of the 
monopolist to discriminate between different species of com- 
modities and customers, not preserving that unity of price which 
characterises a p-^Tfeetly competitive market. The subject may 
fittingly be introduced by a quotation from the earliest, and still, 
I think, the highest authority on the theory of discrimination, 
Dupiiit. In his epoch-making paper on the measurement of 
utiliry Dupuit puts the following case : — 

“Waterworks are constructed for the use of a town situated on 
a hill which had before great difficulty in procuring water. The 
value of water had been so high that an annual subscription of 
50 francs was required to pay for a daily supply of a hectolitre 
[22 gallons]. . , , But now that pumps have been set up, that 
amount of W’ater costs only 30 francs. As a consequence, the con- 
sumer will now employ water for less pressing, less essential wants. 

. . . Again, owing to the improvement of the pumps, or by the meire 
fact wf incT<=»ased consumption, the price is reduced to 20 francs. 
Our man will now want to have four hectolitres, so as to be able 
to clean his house every day. Supply him with water at 10 francs 
per hectolitre, and he will demand ten hectolitres, so as to be able ' 
to water his garden. At 5 francs he will demand twenty hectolitres, 
to maintain a shee^bof ornamental water; at 1 franc he will want 
a hundred hectolitres, to have a fountain constantly playing.” ^ 

With reference to this illustration, it may be asked : supposing 
that water for use within the house and water for external use, 
in the garden or pond, form two categories between which it is 
possible for a monopolist to discriminate ; is it to be supposed that 
when the price is lowered from 20 francs to 10 francs, and accord- 
ingly water begins to be employed for external uses, the whole of 

1 See Economic Journal, vol. xx, p. 288, et seq. 

2 Annales des Fonts et Chausies^ 1844, vol/SJ, p. 337* 
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the additional six hectolitres are employed on external uses or 
part on (additional) internal uses? The question is not explicitly 
raised by Dupuit ; being indeed not relevant to his context. But 
I am concerned to postulate for the cases of discrimination with 
which I deal that a. lowered price is attended with an increased 
demand for both of the uses. The species of discrimination which 
I have in view may be made more conspicuous by noticing its 
absence from another illustration given by Dupuit : — 

‘‘A footbridge is constructed between two populous quarters of 
a large town at a cost of 150,000 francs. At the rate of 5 centimes 
per passenger the proceeds prove to be only 5,000 francs [per 
annum] . The concern is accordingly a failure ; the entrepreneur 
who had borrow^ed the greater part of the 150,000 francs, being 
unable to pay the interest on this sum, is soon ruined. The bridge 
is sold to an intelligent man who studies the demand for the use 
of the bridge, w^ith the object of increasing his own profits. Thus he 
observes that his bridge connects a quarter of the towni in whiedi 
there are manufacturing works wnth the quarter m which the 
workmen live; and that they have, morning and evening, to make 
a long detour in order to reach their destination. The use of the 
bridge would greatly shori.en the distan(*e which they have to 
traverse ; but a workman could not afford to pay out of his wages 
as much as ten centimes a day. . . . [Under the circumstances] 
the proprietor might insert in his tariff a clause to this effect : ‘ For 
passengers wearing a (iuj), blouse, or jacket^ the toll is reduced to 
1 centime.’ [He will thus, suppose, gain an additional 3,000 francs 
from 300,000 new passengers — per working year of 300 days; but 
he may lose a part of his original profits, 5,000 francs, as] “a certain 
number of passengers at 5 centimes will, by reason of their attire, 
benefit by the reduction wdiich w-as not intended for them.*’ [How- 
ever] “by new artifices he may succeed in reducing the loss. Thus 
he may stipulate that the reduction of the toll shall be given only 
at the hours at wdiich the workshops open and close, or only to 
workmen showing a certificate ^ of employment.”'^ 

In this and other passages Dupuit suggests a type of discrimina- 
tion which may thus be formulated. Considering the demand for 
the undiscriminated commodity (e.g., passage of the bridge 
without respect of persons) as made up of the demands for different 
species between which discrimination is possible ; it is (a) conceived 
that the demand for one species is independent of, uncorrelated 
with, the demand for another sj^des — Dives will not offer less 
because the toll is lowered for certificated workmen ; ()8) it is 
admissible, if indeed it is not essential, that the demand for each 


J Oasquette, blouse, or veste. 
* Loc. cit, 184.9, p. 220. 


2 Livret, 
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species is practically limited (e.g., the amount of water employed 
in internal uses will not be materially increased, however low 
the water-rate falls). A similar conception is entertained by 
M. Colson, who walks in the way of Dujniit.^ I recognise that 
the conception is of great importance for the purposes of both 
theory and art. But I emphasise it here only to make clear that 
it is not the case with w’hich I am about to deal. I am indifferent 
about the attribute (a), and I am not indifferent about f3); I 
]X)stulate that when price is lowered the amount of each species — 
as wxdl as of the genus — increases. For example, if there are two 
species (such as water for inteml, and w^ater for ext(',mal use) 
whereof the amour is Xi, are demandcti at the' prices ijxy J/f>, I 
suppose tliat (for any assigned value of 2 / 2 ) continually increases 
as 7yi diminishes.^ The case is quite sufiicicntly important to 
rew^ard attention to its properties. In dealing with it, I shall for 
conveiii(3nce of enunciation confine my statements mostly to the 
varic^ty in wdiich only two species are discriminated ; but the 
propositions thus, enunciated are readily a ''.aptod to any finite 
number of species. 

t.-onct‘rning the kind of discrimination thus defined, I propose 
to prove the three following theses : — 

1. Very probably a system of prices can he assigned, such that 
both the monopolist and his customers may gain by discrimination. 
The gain to consumers may well be so great that they arc better 
off than they would have been, other things being equal, under 
a regime of competition. 

‘2. Probably the prices which the monopolist will fix in order 
to render his profit a maximum are such that the customers will 
lose through discrimination ; except wlien the amount demanded 
of one s])(3cies before the discrimination is much loss than the 
ainoimi tluai denmnded of the other. 

3. Probably, if the disturbance of prices caused by discrirnina- 
tion IS not considerable , the portion of the monopolist's maximum 
which is due to th%infliction of loss on the customers is inconsider- 
able. For a small consideration the (fierfi'ctly self-interested) 
monopolist may oc induced to adopt a system of prices such that 
the customers will not lose through discrimination; for a small 
addition to that consideration he may be induced to adopt a system 
of prices such that they will be materially the gainers. 

The general presumptions above described as d priori are avail- 

^ Sec, for some account of M. Colson’s conception, Economic Jouenai., vol. xx, 
p. 59 ct seq ; and compare below, p, 454. 

^ Thus in the example designated C at p. 456 below, pach of tbe component (as 
well as the compound) demands tails off towards infinity m the price sinks to zero. 
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able to show that the first proposition is probable. The gain of 
the monopolist by discrimination depending on the addition to 
or subtraction from each price, may be likened to the height, say 
21, of a surface shaped like a hill, varying with co-ordinates 
X and y , such as the longitude and latitude of any position on the 
hill. Now, in general one can reach a higher position on a hill 
when free to move in any direction than when one is restricted 
to motion along a certain path. In the case before us a limitation 
of this sort exists prior to discrimination ; the monopolist being 
constrained to charge only one price for the whole class of 
commodity, or in other words equal prices for the two species. 
When this limitation is removed, the monopolist will tend to start 
off in a direction which has been called the line of preference 
perpendicular to another line on the plane of xy called the line 
of indifference. Likewise the consumer will have his lines of 
j>rcference and indifference. But from our general knowledge of 
the relations between buyer and seller, we may presume that the 
lines pertaining to one party are not coincident with the lines 
pertaining to the other party. Accordingly the direction in which 
both parties can move together (from the original position), both 
being gainers by discrimination, is probably represented by an 
angle of sensible magnitude ; the probability of mutual gain is 
measured by the ratio of that angle to four right angles. 

The ]>robability thus discc'rned wull apjx^ar greater if wc 
formulate what is known about the relation of the monopolist 
to his customers. On Fig, 1 let the addition to, or subtraction 
from, the price of one species be measured on the axis OX, OX', 
and likewise the alteration of the other price on the axis of y. 
Prior to discrimination, the monopolist was constrained to move 
along a right line, representing the condition that the two 
prices must be the same, the line TT' making equal a*ngles with 
the axes. When the monopolist becomes free to move, otherwise 
than in this line, his line of preference is evidently not in the same 
quadrant as this line ; not in the direction implying that both the 
variations of price are positive — between OX and OY — nor yet in 
a direction implying that both variations are negative — between 
OX' and OY'. For if either of these directions represented the 
monopplist’s preference, he would not, prior to the discrimination, 
have stopped at 0. his line of preference, but his line of 

indifference slojKis in the same general direction as the original 
path. In the figure the line TT' does duty both for the path of 
constraint and the line of indifference; but these loci are not 

^ MaAiematicH Psychics^ p. 22, and context. 
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in general coincident. But the line of preference pertaining to 
the customers is evidently in the direction betv/een OX' and 
or' since the variation most advantageous to the purchasers is 
the fall of both prices. Accordingly, their line of indifference will 
slope in the general direction represented by the line it' in the 
figure. The interests of the two parties are concurrent for varia- 
tions of price which are represented by a step in any direction 
between OT and Ot, 

To obtain an idea of the distance to which they may travel 

y 



concurrently, we may employ a more elaborate construction; 
which is also required for the proof of the second and third 
theses. Let us begin by assigning a particular form to the 
dem9.nd-curves of the customer ; and first of all the simplest of 
all forms, the right line. Let Xi be the amount of one species 
of commodity, that of the other demanded at any price, y ; and 
let 2x=^Xi-^X2 — be the amount of the generic commodity (e.gr., 
water for any purpose) demanded at the price of y. Then by 
hypothesis x is connected with j/ by a (linear) relation of the form. 
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x^A-By; where A and B are numerical coefficients. The 
monopolist’s profit, supposing at first that cost of production may 
be left out of account, = xy — Ay- By^. This will be a maximum 
when = and accordingly x=^A.^ If we call this 

maximum value of aj, a, and the corresponding value of i/, b, we 
have A^ 2 a, B^a-^b; and accordingly the equation of the 
(average, generic) demand-curve may be written in the form 

? = 2 -^ 
a b 

This line is represented by BA in Fig. 2 ; on the supposition that 
a == b (as may always be effected by properly taking the units of 
commodity and price). 

Ijet us at first suppose (in accordance with the main portion 
of thesis 2; that Xi and ^2 are equal at Lhc pric(' which is fixed 
by the monopolist prior to discrimination. Let us also for the 
present supjKise that there is no correlation ^ between ihn demands 
for the two species of commodity. Then the two specific demand- 
curves (as they may be called, although they are straight lines) 
will intersect at the point P, which represents the price and bcilf 
of the quantity demanded before the discrimination. The two 
curves will diverge at that point as represented by the dotted 
lines in Fig. 2 , in such wise that any horizontal lino intercepts 
between the average demand-line (AB) and either of the specific 
demand-lines (e.g,, AiB^) a length equal to that which it intercepts 
between the former line {AB) and the other specific demand-line 
{A2P ]>roduced as far as the point at w^hich the ordinate =OBi) 
For instance, on the horizontal line through w, the intercepts 
auj and aog are equal. Likewise AAi^^AA^, 

This property may conveniently be represented by the follow- 
ing construction : — ’ ' 

Let x = a{l + ^) ; y-b{l+v)^ 

Then if ^ and n are measured from P along the rectangular axes, 
the relation of ^ to is represented by the line AB (provided 
that a = b — 1 ). In other words, f • 

Likewise, if x^=^a{l + ^i), &i = b(l+77j), 

ir2=u(l + ^2)> ?/2=^(l+^2)- 

f2=“^?2^2» where and r/g niust be so selected ^th at 
?i+ 22=='2; say 51 = 1+^8, 53 = 1—^, where /8 is a proper fraction.® 

^ I use the old-fashioned sign of division ^ in the text, but in the more 
technical notes the now generally adopted sloping line, as thus, AjB, 

Qp. abIfVe, p. 442. 

3 As follows from the condition that the line representing a demand-curve must 
be inclined negatively to ^the axis of sc. 
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The apprehension of the general theorem may be facilitated by 
assigning a particular numerical value to Ijet us assign a 
value which is neither very great, nor very small, namely, | (0-2). 

Now the gain of the monopolist through discrimination, say R, 
being the difference between his profit after the discrimi.iation 
and what it was before 

=x.j/i+x.^^~2ab. 

= o ^ (»?i + (»7g + Jo + 

Y 



Substituting for and their respective values in terms of 
Vi Vt we have 

R=a»(-0-2vi- 1-2vi^+0-2v2 - . 

Thus the relation between (changes »;) prices, which afford 
the same profit, the locus of constant revenue, is given by equating 
the (Repression within the brackets to a constant. This locus is 
an ellipse, which when R = o passes through the origin from 
which and »; may be measured (on rectangular axes). In Fig. 2 
0 represents this origin, and the curve OAHB is supposed to 
fulfil the condition 

l'2»;i* + 0-8tj/ + 0-2j7i — 0-2»;2 = O. 
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Likewise the locus of constant Consumers* Surplus is found 
from first principles to be an ellipse with equation 

i0‘8i72* — '»?i — % = constant. 

In the figure the curve OSH represents the case in which the 
said constant is zero, the locus of null gain to the consumers 
through discrimination. 

When the constant in the last written equation is positive, the 
curve of Consumers’ Surplus lies below and to the left of OSH , 
Consider in particular the curve of this family passing through 
T, on the supposition that the point T represents the (lower, 
identical) prices which would prevail, other things being equal, 
if the regime were one of competition not monopoly. It is quite 
possible that this curve (not shown in the figure) should cut the 
locus of null monopoly profit, the ellipse OAHB. There will then 
be intercepted between these two curves an area any point in 
which represents a pair of prices which fulfil the secondary part 
of our first thesis. 

The range of variations in price, from 0 the position before 
discrimination, that are advantageous both to the monopolist f^nd 
his customers is represented by the space intt'.rcepted between 
the curves OSH and OAH, The |)oint H may be described as 
the limit of the range and the index of its extent, if it is under- 
stood not to mean that the direct path from 0 to H can be 
travelled concurrently, with mutual advantage, by both parties. 
So the Pillars of Hercules are described by a geographical writer 
as the limit up to which the navigation of the early Mediterranean 
peoples extended ; though a people situate like the ancient in- 
habitants of Marseilles could not sail in a straight line to that 
limit, but must hug a curvilinear shore (that of SpainJ comparable 
with our curve OSH, 

The index thus defined is found^ to be the point of which the 
abscissa (?/i) is -0T855.., and the ordinate +0‘2268.. ; corre- 
sponding to prices relatively 18'55 per cent, lower and 22*68 per 
ceirt. higher than the prices prior to the discrimination. There is 
thus a considerable range of variation ; considerably greater, as 
will presently appear, than that which corresponds to the 
monopolist’s maximum profit. Thus the first thesis is amply 
verified. 

Going on to the second thesis, we have first to determine the 
prices which render the monopolist’s profit a maximum. They 


' The calculation is facilitated by the incident that the intersection of the two 
curves is also the interseation of either of them with the line i;j{l + + 7 ) 2{1 - i)8) ~ 0. 
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prove to be -yV* Vz— We have now to observe how 

the Consumers’ Surplus is affected by the adoption of these prices. 
Substituting the values of »h ai^d % in S, the expression for the 
consumers’ gain by the discrimination, we find the gain to be 
negative y namely — A- The sign of this quantity is all that is 
required to fulfil the second thesis ; but it is interesting to notice 
that the amount of loss is considerably greater ^ than the amount 
of the monopolist’s gain, viz., yV (that is, a gain of more than 
2 per cent, upon his profits before the discrimination). 

To verify the third thesis, we have to compare the maximum 
monopoly revenue, K', as above determined, the absolute maximum 
as it may be called, with the relative maximum, which is the 
greatest possible gain to the monopolist consistent with the con- 
dition that there should be no loss to the consumer. The required 
positions may be cxj)lored by means of the theorem^ that the 
maximum monopoly revenue relative to, or limited by, the con- 
dition that the Consumers’ Surplus should have any assigned 
value is realised by a system of prices such that the elasticity ^ is 
the same for each of the demand-curves. In the simple case 
before us, the locus of equal elasticity is a right line inclined to 
the axis x at an angle of which the tangent is and passing 
through the point /?, the line ERE' in Fig. 2. Thus we have 
only to determine the intersection of this line with the 
curve of null gain to the consumers. Let 0i and 
be the respective differences between the known co-ordinates 
of Ry ?/], rj'o) and the sought co-ordinates of the point of inter- 
section Sy say and ^" 2 - Substituting in the expression for S 
for — and for ^ygj + J + ^g, and then putting = 
obtain for a quadratic equation of which I find the root to be 

- *014v^67 ' The corresponding value for ^2 is -f 0’01726. Whence 
we obtain f or - 0*09740 and for +0T0774. Substituting 

these values for t/j and % in the general expression for i?, I find for 
the new value of U, R\ as we may call it, 0*02035. This is to be 
compared with R' , the absolute maximum, namely or 0*02083. 
The difference between R' and iJ" is very small, namely, 0*00048 ; 
about 2*3 per cent, of R' . That is the proportion of the 


^ DJUerentiating R with respect both to and r/j, and observing that the second 
term of variation ia negative. 

2 In absolute quantity. 

•* See Note at the end. 

^ The elasticity propery referred to on a preceding page {ante p. 290). 

No. 79. — VOL. XX. 
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monopolist’s maximum profit which is dependent on the Con- 
sumers’ loss — a very small proportion in accordance with our 
third thesis. 

When, other things being the same, we suppose the extent 
of discrimination as measured by the constant P to be increased, it 
will be observed that the first and the second theses continue to 
bold good. But the subordination predicated by the third thesis 
becomes less and less ; though it retains some significance for 
values of $ much greater than that which we have considered — 
say up to To illustrate the failure of the third thesis (while 
the first and second are eminently fulfilled) put iS = l. Proceed- 
ing as before, I find for R' now 0*8, for - R" 0*1205 ; the latter 
more than 15 per cent, of the former. 

The case which has been considered in which the demand- 
curves with which we are concerned are straight lines may be 
regarded as a Lemma, which forms a convenient introduction to 
the far more typical case in which the curves are of the second 
degree, to wit, parabolas. One obvious difference between the 
type and the Lemma is the incident that whereas before in the 
expression for R and S there occurred only squares (and first 
powers) of the variables (vi and rj^)* there now occur cubes of those 
quantities. But this difference is not from the present point of 
view the essential one ; since the i?'s are supposed to be so small, or 
at least so far from great, that their third ]X)wers may be, I will 
not say ‘‘neglected,” but subordinated, in comparison with the 
second powers. It is a more essential circumstance that the co- 
efficient of the second powers in the expression for R now takes on 
different values, depending on a certain coefiScient which is of great 
significance in the theory of monopoly.^ 

Still facilitating the acceptance of general truth pa?»ticular 
example, let us suppose that the demand-curve for 2x {=Xi-\-X 2 ) 
prior to discrimination is a parabola of the kind sometimes called 
horizontal ; so that x is of the form A - By^ {A andB both positive). 
If as before we express the coefiQcients in terms of the values of 
X and 2/, for which xy is a maximum, we have 

5 = § ~ l(y\" 

a 2 2 \ 6 / ’ 

Whence, if as before x = a{l+^), y=b{l+r]), 

^ 1 = ; ? 2 = — + 

I ^he coefficient a>, as to which see the final Note. If the equation to the 
typical parabola is r- r/ - the coefficient of in R, viz., - (1 + \), = - 
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Proceeding as before, we shall now find 

ii = - *27/1 - 1 _ 0‘6t?/, + 0*2772 - 1*277^-0*477^ 

S = - >7i + 0'677 i2 + 0*277i», - 772 +0*4772^ + O’lJVg- 

The intersection of these curves forms the limit to the range 
of prices advantageous to both parties. If we leave out of account 
the terms in R and S which involve third powers of the t/'s, we 
may j)rocced as before to find the co-ordinates Hi and of the 
intersection. They are respectively 0T27 and 0*145 of the same 
order as the true values obtained by taking into account the 
third powers cf the variables, namely, 0*1258 and 0*14?8 
respectively. 

The values of Hi and provo to bo in this instance, as in 
the Lemma, considerably greater, roughly speaking about double 
those of y/i and the co ordinates which represent the prices 
affording maximum profit to the monopolist. For these I find : 

By the summary method, 

-0*05, 77'2= +0*083; 

Taking o ('count* of the subordinate cubic terms, 

-0*05719, 77; = 0*08012. 

Whether calculated by the true or the approximate method, the 
values of iV/, the monopolist’s maximum gain by discrimination, 
and S' , the consecpudit loss to the custonu^rs, prove to be much 
the same ; and accordingly the relation betw^een them no^ 
mah'rlally different. As thus : — 

R\ -S' 

Approximate 0*01388 0*02315 1*G67 

Accurate ... 0*01378 0*02222 1*612 

The ap])roxinr te calculation may evidently be trusted as a verifica- 
tiop of tlie se(;ond thesis. 

Going on to tlu^ third thesis, I find approximately after the 
manner of the Lemma, for the prices which make the monoixilist’s 
profit a maximum subject to the conditions that the customer is 
not a loser (or gainer), 

= 77/ - 0*010044, 77 % = V 2 - f ¥ == 0*010044 
where rj\ and r /2 have the approximate values above found, 
namely, 0*05 and 0*083 respectively. Whence it is doducible that 
the gain which the monopolist must forgo in order not to occasion 

’ The calculation of the co-ordinates is facilitated by the circumstance that the 
point of intersection between the curves lies on the straight line 877i4-77?2 = 0. It 
happens (in this particular example) that this convenient proposition holds good for 
the true curves, including the cubic terms, as well as of the curves truncated by 
the omission of those terms. . 


H H ^ 
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loss to his customers is about *0004, about 3 per cent, of the 
absolute maximum (above stated). To compare the true result 
with this approximate one would require a very laborious calcula- 
tion. The following partial test must suffice. Assign to the 
ordinate a value less than that which affords the (true) maximum 
profit by an amount which the approximate investigation 
suggests; for example, put ?/"2 = 0’07, less than ( = 0*08012) by 
about 0*01. Now find that abscissa of the curve 5 = 0 (roughly 
as to the general shape of that portion with which we are con- 
cerned illustrated by the curve OSH in Fig. 2), for which the 
ordinate 0*07. That abscissa is found to be ~0‘0G548. Accord- 
ingly, + 0*07 and -0*06548 represent prices for which the con- 
sumer’s loss is null. But the gain wffiich the monopolist forgoes 
by the adoption of those prices, say instead of 

^?' 2 » is found (by substituting those values in the expression for R) 
to be a small percentage of B', namely, about 2 per cent. But 
that percentage, small as it is, exceeds the true percentage which 
would be obtained by using the true and t/'o instead of the 
assumed or “trial” values. 

The peculiar interest of this example is that it is typical of an 
immense variety of demand-curves, or functions representing x, 
the amount demanded in terms of y, the price. ^ Very generally, 

' The essence of the general reasoning may be indicated as follows. In the 
notation above employed we have for R, the gain of the monopolist through 
discrimination (cp. note to p, 460 above) 

+ + “ I| + + ~ I f 

= - firji - (1 + ^) 4 cw 7 ? i “ * *» + ~ (1 - ’ * ; 

the dots indicating omission of terms involving higher powers. Whence for the 
prices affording maximum profit wo have 

(l + fl).,"’ ’’■■“""(l-iSV' 

Also the gain of the customers by discrimination 

= -‘»ji+ J(i+^)^i^ ” *» ~’?2+4(^ " 

Substituting in the expression for S the above* written values for ii\ Vj, we obtain 
for S\ the gain of the customers through discrimination 

2^2^ h _ Llj 

Which will be negative in accordance with the second thesis, unless u> is small, 

<4. 

To prove the third thesis consider R and S as functions of 6^^ whbre ^1 = 
Then the position of relative maximum as above defined must 
lie on the locus of common tangents to curves of the respective families 1^,= const, , 
S=s const, ; that is 

dR /dR ^ dS /dS 

dd-^ I dB^ ddj j dB^ 

Wheilbe we obtain (R not involving the first powers of the tf's) ^2=2^1 * * *» where 
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in virtue of presumptions above enunciated/ such a function may 
be expanded in ascending powers of y of the type 

By + My^, +]Vj/® ... , 

with a coefficient M of such an order of magnitude hi comparison 
wifh subsequent coefficients that, y being a small fraction, the 
first three terms of the expansion afford an approximation to the 
value of the function that is adequate for purposes like the present 
one. If a thesis like ours, not demanding numerical precision, 
is true of this approximation to the function, it is probably also 
roughly true of the function itself. 

Of course, it must be presumeu that the functions with which 
wo are concerned are of r n ordinary character — not discontinuous 
or otherwise abnormal. For example, suppose one of our demand- 
curve^s to have the following extraordinary form. Ascending from 
zero price the locus is a vertical line, say as far as P — it is the per- 
pendicular from P on the abscissa — in Fig. 2. From P the locus is 
a horizontal line, tho perpendicular from P on the ordinate. In this 
peculiar case our first thesis would be Iiiltillea ; all the better, as 
there is avoid.(‘d all drad loss — porte seche in M. Colson’s phrase — 
that is loss to the consumers, which is not gain to the monopolist. 
Also our second thesis would be eminently fulfilled ; for it would 
be in the power of the monopolist now to charge prices (5] and 62 ) 
by which not only one group of customers, but both groups, would 
have a bad bargain : Consumers’ Surplus being theoretically zero 
or practically only just above it. But our third thesis in this 
peculiar case would fail altogether. Peculiar as it may seem, this 
example is not essentially different from one which is at least 
suggested by very high authority — the Dupuit-Colsoii type 
referred to 01 ^ a previous page,^ if the attributes there designated 
o and arc supposed predicable in their strictest form. We are 
presented with the conception of the area within the demand-curve 
resolvable into a series of separate columns — as it were so many 
sacks standing upright, each of which the monopolist can deplete 
down to any point ^hich it pleases him to fix.^ 

(7 is a coefficient of the order unity. Substitute this value of 0^ for in the 
equation to zero of S, which is of the form 

where S' is of the order 3^, A and B are of the order unity ; we find the required 
value of and therefore $2 to be of the order of But H is of the form 
ii' _ (1 _ (1 _ • • • Therefore R' - R" (the difference between the absolute 

and the relative maximum profit) is of the order jS raised to the fourth power. 

^ Ante, p. 286. 2 Above, p. 443. 

^ As I interpret, there is snppofied to be reached a stage of analysis at wl^cb the 
ordinary properties of a demand>curve break down ; much the soap-bubble breaks 
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To return to probable matter, if the discrimination is not so com- 
plete as to suspend the ordinary properties of demand-curves, the 
theory above propounded may be considered as evident d priori in 
our sense of the term. Accordingly it docs not stand in need of 
specific verification. Nevertheless, as even in mathematics seeing 
is believing, as the temperament of Didymus is prevalent among 
those whom I wish to persuade, I have thought it worth while to 
verify my theory by showing that it holds good for s(wcral 
different laws of demand. For this purpose I select four functions 
which are in very common use throughout a})plied mathematics.^ 
There is first (A) the one most used and most useful of all, to 
evaluate which requires only the operations of arithmetic up to 
and including Involution ; in short, the parabola— the common 
parabola, if no highcT ix)wer than the second occurs. An example 
of this law has already been given. But it may bo well to 
consider a second example of a variety loss favourable to our 
(third) thesis.^ Next (B) we shall place a function whic h i>H]uircs 
Evolution so far as the extraction of tlio square root. Next r(»mcs 

when the tenuity of the film approaches the dimensions of the constituent mole- 
cules. The distinguished economists who entertain this conception arc aware of 
the impossibility of perfectly realising it in practice (cp. Diipuit, AnwUes des Fonts 
ei Chaus4es, 1842, vol. i, p. 222 j Colson, Oours, vol. vi, p. 38. Cp. p. 227, par. 2). 

1 The following table exhibits the functions which are employed in two forms : 
the first referred to the zero of commodity and the zero of price as origin, and 
abbreviated by putting x for rc/a, where x is any amount of commodity and a is 
that amount of which the sale affords maximum profit to the monopolist, and 
likewise putting y for yjh (cp. above, p, 446, pars. 1, 3). For the secondary form of 
the functions the point of which the co-ordinates are x = l y = l is taken as the 
origin and the co-ordinates are respectively 

^Ex-l(Ei(a;-a)/a) 

•n=y 

There is added in a third column a coefficient corresponding to M in the 
immediate context (to <a in the final Note), a coefficient which mlTst Be pcJsitive and 
is presumably not a very small fraction. 



X. 



A 

iO-y)” 

' 

-■n + W 

i 

B 

\/3-2y 


W 

0 

-logy/e 

-log(l-f-v) 

i 

D 

ci'*y 

e-v-1 

4 


* Cp. the final Note. 
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(C) a function which is of wide application in physics, and even 
in economics has been frequently employed,^ the logarithm. 
Then follows (D) the nearly related function, which is sometimes 
called the anti4ogaTithm.^ I have experimented on these func- 
tions in the follow^ing uniform manner. I take a curve of the 
kind under consideration to represent the average law of demand, 
the half of the amount demanded at any assigned price, of both 
species of the commodity. To represent the demands separated 
by discrimination, I suppose this curve to be thus disturbed, or 
strained. To the value of x at any price, t/, there i^ added the 
quantity P (x-a) to constitute Xi, the demand for one species 
at that price ; and from the value of x there is subtracted the 
quantity /3 (x-a); whore, as before, 0 is a (not large) proper 
fraction, a is the amount of commodity sold and 0 the price which 
affords maximum profit to the monopolist prior to discrimination. 
(The enunciation applies primarily to the tract of curve for which 
X is larger than 'i ; for the tract beyond that point we may read 
a-x for X- u, and interchange the words '‘addition” and “sub- 
traction.”) The ‘fraction 0 is in each case determined so as to 
render tlic increase of the price that is raised equal to 12J per 
cent, of the original price/"* I now determine an index of the 
range of prices that arc mutually advantageous — those Pillars of 
Hercules, up to which, as explained with reference to our Lemma, 
the two parties can travel concurrently. Only it is not always 
convenient to find the actual position of the Straits ; it suffices to 
find a point, as it were, on the African shore, as in example A, 
or even as in the other examples, a rock at some distance from that 
shore, on the Mediterranean side of the Straits. The limits so 
understood are given in the first column of the subjoined table. 
1 then vlctviimine the prices which make the monopolist’s profit 
a maximum, the (money-measure of) loss to the customers by 
the adoption of those prices, and compare the amount of that loss 
to the amount of the monopolist’s profit when maximised. The 
percentage given 1^ that comparison forms the entry in the second 
column. Further, I find a pair of prices which, while not causing 
any loss to the customers, yet require the monopolist to forgo 
only a very small quantity of his (possible maximum) profits. 
Th 3 amount thus forgone, as a percentage of the total profit 

1 To represent the law of diminishing returns and the law of diminishing utility. 

2 The Napierian logarithm, being the ordinary logarithm multiplied by the 
constant 0*434. . . 

^ It might have been somewhat more elegant, but it would have been con- 
siderably more troublesome, to assign the coefficient $ (as in the treatment of the 
Lemma) and thence compute both the changes of price. » 
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obtained by discrimination, forms the entry in the third column. 

Though I have expended much labour on these calculations, 
yet, as they are long and delicate, I can hardly hope to 
have entirely avoided mistakes. Especially the decimals in the 
Table here following and the final and penultimate places of the 
decimal in the Table of Materials given in the Notes, are open to 
suspicion. But I am sure that the computation is quite accurate 
enough to verify propositions in Probabilities. 

Table ^ showing verificationB of the three theses : — 

(1) Changes of price advantageous to both parties; per cent, of the 
price before discrimination. 


Law of 
Demand. 

1 

+ 

2 

3 

A 

18-6 

22-3 

201 

2-5 

B 

18 

22 

98 . 

2 6 

C 

18 

22 

200-5 

1-15 

D 

20 

24 

309 

1-7 


^ The subjoined table presents the materials from which the table in the text 
is constructed, namely, 

3, the coefficient of discrimination ; 

( - iiTj, changes of price advantageous to both parties ; 

( v' 2 ) prices rendering the monopolist's gain by discrimination a maximum ; 
jB', the monopolist’s gain by discrimination when a maximum ; 

- S\ the loss to the customers by discrimination when the monopolist’s profit 
is a maximum ; ^ ^ 

( *" v'\f ri\), prices in the neighbourhood of ( - Vj, at which the customers are 
neither gainers nor losers ; 

JR'\ the monopolist’s gain by discrimination when the prices are ( - ri'\, 

The prices are relative to the prices before discrimination ; the gains (and losses) 
are relative to the monopolist’s profit before' discrimination. 


Pesigua- 
tiou of 
function. 


-Hi. 

H 2 . 


-S'. 

B'. 

-V'l- 


B". 

A 

0-149502 

0-1856 

i 0-2228 

0-08324 j 0-125 

0-08109 

0-01547 

0-0952 

0-105 

0*01508 

B 

0-80217 

0-18 

I 0-22 

0-08356 • 0-125 

0-03139 

0-03218 

0*095 

0-105 j 

0*03134 

C 

0-0958199 

0-18 , 

i 0-22 

0-090918 ! 0-125 

0-0227 

0-01132 

0-009 

0-11 

0-01119 

X) 

0-099383 

0-2 

1 0-24 

0-08816 ; 0-125 

0-08117 

0-01007 

0-1032 

0*115 

0-0099 
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(2) Loss to the customers by diaorimination when the monopolist’s gain 
thereby is a maximum; per cmt. of the monopolist’s maximum profit. 

(3) Percentage of maximum profit resigned by th^ monopolist to avoid 
loss to the customers by discrimination. 

The table in the text is thus formed out of the materials. 

Column 1 shows and each multiplied by 100. 

Column 2 shows —S'/R'j multiplied by 100. 

Column 3 shows {R'~W')/R'y multiplied by 100. 

Is this mill tiplicat ion o£ tests like using several triangles of 
different shapes in order to prove one of Euclid’s propositions 
relating to triangles in general? Or^ rather, have \/e made a 
contribution towards ascertaining by induction, less nmghly than 
is given by a priori evidence, a limit up to which for purposes like 
ours fractions may be treated as amall ? ^ 

Having secured this cemf-ral position, we can now easily 
extend the territory subject to our laws ; removing limitations by 
which it has hitherto been circumscribed. 

So far we ha^'^e supposed that prior to discrimination the two 
categories of consumers were equally important to the monopolist, 
the amount demanded by each at the single price being the same. 
Now let us rf'^call this assumption; and, beginning with the 
Lemma, suppose that at the price h {-PQ in Fig. 2) the amount 
demanded by one group of consumers is a(l-f a), while the amount 
of ihe other species demanded is a (1-a). The first demand 
corrcsjfKinds to RPo in the figure if o is positive, the second to RP\ 
(PjP‘=PP 2 = aa.-=a, if a = l). If the specific demand-curves con- 
sisted respectively of the lines joining B to Pj and P 2 (and pro- 
duced) there would be no discrimination ; the two new prices 
would be identical with the old price, b. But we are to suppose 
that the dotted lines — not now passing both through P, but one 
another through P 2 — are so inclined as to cause a 
dissilicnce of prices when the constraining condition that there 
should be only one price for the whole class is removed. Is it 
now probable that the consumers as a whole will suffer by the 

' Compare Mr. B^cJ^erdike’a observation with reference to his theoiry of 
“incipient taxes” (Economic Journal., 1907, p. 101), “Bather strong assumptions 
have to be made as to the elasticity of foreign demand and supply if the rate of the 
tax affording maximum advantage is to come below ten per cent.” 

As I understand (cp. Economic Journal XVIII, p. 399 et seg.), the quantity 
with which the writer is concerned, the net gain to the home oouijtry consequent 
upon a small customs-duty, takes the form Lx - • • * ; where L is proportidhatie 
to the amount of commodity taxed, x is the rate of taxation per unit of commodity ; 
M is such a coefficient as the M described in our text. Or as L must be considered 
as varying with ru — say L' - Nx • * % we may write the quantity under consideration 
L' - ilTic® ( J/' -- M + N). The value for which this expression is a maximum (approxi- 
mately \VjM) is probably much smallor than the limit up to which the expression 
is positive. ^ 
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monopolist’s using his power of discrimination so as to make his 
profits a maximum? 

Common-sense will perhaps prejudge this question ; pointing 
to instances in which a railway manager may afford a special rate 
to exceptional classes of travellers (excursionists and so forth). If 
the general scale of rates is not disturbed by the favour granted 
to the occasional passengers, if the one species is advantaged and 
the other is not affected, there must result advantage to the class 
as a whole. 

Doubtless, I reply, in the extreme case of inequality where the 
demand of th(3 class favoured by discrimination was so small prior 
to the discrimination as not sensibly to affect the rates fixed for 
other classes; for instance, the demand of the workmen for the 
use of the foot-bridge in the second of the illustrations above 
cited from Dupuit.^ But we are not now considering extreme 
cases, but cases in which a — ^the measure of inequality — is a 
proper fraction and primarily at least a small one. )^'or instance, 
in the first of Dupuit’s illustrations, suppose (what wavS, perhnps, 
not his meaning) that of the ton hec^tolitros of w^ater which are 
demanded when the (single, undiscT-iininatc'd) pri(5e is 10 irancs 
per hectolitre per annum, six are required for internal use and 
four for external use ; ^ and that both demands expand when }>rice 
falls. In such a case are the consumers as a whole likely to 
suffer by discrimination? The answer given by mathematics to 
a question in the thi'ory of Monoi)oly is often not that which is 
expected by common -sense. 

As before, let us put fur the proportional or relative 

changes in demand respectively consequent on the relative changes 
of price and f] 2 . Then we may write 

simpliciter in the case of the Lemma, or with the addition of terms 
involving second powers of the to fit the more general type. 
Forming the general expressions for the Monopoly Revenue and 
the Consumers’ Surplus we find that, as long as « and 0 
remain small fractions, the triple thesis is fulfilled nearly as well 
as when we dealt with 0 only. Now, likewise, as either of 
the coefficients becomes large, the second thesis, that the 
monopolist tends to fix a set of prices prejudicial to the customers, 
ceases to be qualified by the third thesis, that his interest in their 
detriment is small. ^ The second hypothesis retains some 

1 Op. above, p. 442, ^ p. 284 et seq. Above, p. 441. 

* See observations on the Lemma above, p. 450, par. 2. 
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probability even when the coefficients are considerable; in the 
absence of knowledge fchau the forms of the functions with which 
we have to deal — the higher powers of the variables which now 
come into play — are unfavourable to the thesis. We are, of 
course, here, as throughout, contemplating the money -measure 
of Consumers’ Surplus; not taking into account that the con- 
sumers on a small scale may be the poor and needy. 

If it is given that a is very large (nearly uniiy) then the 
t3Xception ^ enounced in connection with Thesis 2 occurs. 
But if nothing is given about the coefficients, then ^^e may still 
affirm the thc^sis in a certain (i priori sense." No doubt this kind of 
probability is not so useful as that which obtains when it is given 
that conditions favouralde to the' theses, such as the smallness of 
both a and are realised in the particular case with which we 
have to deal. 

Those considerations arc readily extended to the general case.® 

A further extension of our laws is effected by removing the 
condition that the commodities in which the monopolist deals 
sliould be, like the mineral waters in Cournot’s classical illustra- 
tion, unaffected by cost of production. First, lot us make the 
simplest supposition, that there is a uniform cost of production 
for all articles of the class considered without regard to the species 
into which it may be discriminated, or to the total amount pro- 
duced. This simple case may be represented by measuring in 
Fig; 2 the net price on which the monopolist’s profits are 
c^alculatod, no longer from the abscissa, but from a horizontal line 
at a distance from the abscissa, say Ow, which represents the cost 
of production per unit.^ The position of maximum profit (prior to 
discrimination) will now be given by bisecting coa and 0)3, instead of 
OA aixJ OB. The units of the system being the same as before, the 
price and amount will not now be each unity. Or if we take the 
new price and the new amount as the units (in which lengths on 

1 This exception deserved to be specified on account of its importance in 
practice ; the attribut>e®by which it is defined — the ratio between the amounts 
demanded before discrimination— being commonly capable of identification. 
Theoretically, other exceptions have a right to be enounced ; for instance, the case 
when $ is (known to be) large, or y (below note 3), or w small (final Note), 

2 Compare the argument employed in the Economic Journal, 1908, p. 661. 

=»''In general there may be any number of coefSoients of discrimination in 

addition to the a and $ which have been introduced. Prior to discrimination let 

|( = Xlia - 1) = - II -H A172 ^ . . . 

After discrimination 

= +a -(l±i3)i|j4-(l±7)Xi|j’* + (l±8)/iT|,*^ * •* ; 

^2- (l+i3)r?3 + (l=F7)^il2® + (l:F8)/*V 

M. Colson employs largely an equivalent construction. 
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the axes are respectively measured), the demand-curve referred to 
the new position of maximum as origin is no longer f but 
f == - qri, where q is a coefficient greater than unity The essential 
character of the reasoning is not altered by the modification of the 
data. Nor is that character altered when, instead of kiXi + k2X2i 
representing the total cost of producing the quantities of the 
specific commodities Xi and X2f at the respective rates per unit 
ki and /c2, we have to add a term such as ±hxi^±h^2 ^ ; ^ where the 
positive sign corresponds to the law of diminishing returns, the 
negative sign to the law of increasing returns ; nor when we add 
a term such as - h2xy,^ corresjwnding to joint cost.^ 

The reader will observe wrhat a subsidiary r 6 le is here assigned 
to joint cost; which some distinguished writers on Eailway 
Economics seem to emphasise as the principal cause of discrimina- 
tion. Joint cost is no doubt favourable to discrimination; but 
there is a more essential condition, unity of management, 
monopoly.® 

A further extension is effected by removing the condition that 
the specific demands should be uncorrelated. *The character of 
the reasoning is not essentially altered by this alteration in the 
data. The principal difference in the result may thus be ex- 
pressed. Whereas previously the amount of profits which the 
monopolist must forgo in order that the customers should not lose 
or should even gain by discrimination was (approximately) a 
quantity of the form where A and B arc coefficients 

of the order unity (roughly sjKjaking), and ^2 are of the order 
(iS being a small, or rather not largo, fraction) ; now there is added 

^ It k is the cost per unit in th<* new notation according to which the value 
of X and the value of y which afford a maximum under the new circumstances are 
noly taken as units; then g may bo deduced from the condition tVirf^ 

{), = (1- + + should be a maximum when ^ = 0, 17=0. Whence 

it is deduciblc that g = l/(l - k). 

2 The “ Z’s,” as well as the “ being positive. 

^ Z12 being positive. The proposition is, of course, equally true when this 
coefficient is negative ; that is, in the less frequently specified case of rival pro- 
duction (cp. Economic Journal, voL vii, p. 54 , par. 1). t' 

^ Nor when higher powers of the variables occur ; with the usual assumptions as 
to the magnitude of their coefficients. 

* It may be objected that discrimination arises without monopoly in the case of 
large establishments; for instance, when an hotelkeeper discriminates between 
wines of different species, though his profits are subject to competition with other 
hotelkeepers. But I submit that he can practise discrimination just because he fenjoys 
a certain degree of monopoly. If the wines were sold separately by open competition, 
if there was on the spot a sherry-market and a port-market, the prices paid by the 
customers would each of them — instead of as now on an average, summed up in the 
hotel-hill — conform to the cost of production. 
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to this expression a new term of the same order as the others, 

C0A} 

I need not point out in detail that most of the propositions 
above predicated of the Lemma and the simple type are true of 
the generalised conditions. Enough has been said to show that 
these propositions hold good through a wide range of circum- 
stances, with as much truth as can be expected of a theory which 
belongs at once to Mathematical Economics and to the Calculus 
of Probabilities. Indeed, I am disposed to claim for the theory 
a greater degree of practical importance than can generally be 
ascribed to those branches of study. 

Mathematical economics serve generally to present compre- 
hensive views as to the interdependence of variable quantities, 
rather than to solve particular problems ; as Professor Pareto has 


^ Lot us begin with the simple case of linear laws of demand, amounts of the two 
species demanded before discrimination equal, and no cost of production. Let 
Xit denote the quantities demanded after discrimination at the prices y^f ; and 
let Xi=a.’|/a, yi = yjb, where h is the price before discrimination 

and a, half the quantity demanded at that price. We ha/e now x^, and likewise X2, 
a linear function of bolh the y’s. As thus : 


Xi =Pi - (Ml - ; X 2 =172 ~ M 2 -* Mv 

These coefficients are subject to certain conditions. The expressions for y^ in terms 
of Xj and Xj, and likewise for y,, must be such that 

dU dU, 

where 17 is a function of Xj, Xg representing (the money- value of) the utility obtained 
from the consumption of the quantities of commodity Xj, Xy. Whence it is 
doducible that rj=:r2=, say,/?. If now wo put Xj = l-h^j X2 = lH-f2 = 
y2=l + T]2» we have 


^2==-PVj-92V2- 

Whence 72, = x^y^ - i -f Xgyg - 1, 

= 7]l(l - ^1 - p) -i- 7 / 3(1 - 22 - p) 4- {i77i + ^2%. 


Now Jvl ' ' 7/1 ir constrained to be equhl to 7/2, that is before discrimination when 
there is only one price for both species of commodity, say, 1 + 7/, we know by 
construction that R is a maximum when 7/=0. Equating the coefficient of 7/ to 
zero, w8havc2-(2T + 24)~2p=0 ; 2i + (Z2=2-2p; say, qi = l + /8-/), 22=1 

Substituting the equivalents for 2i .^^nd 22 above- written expression for 

ii ^2* we have now to determine the values of vi a-ud 7/2 for which R is a maximum. 
They prove to be rj'i = - i8)/A, -H 4iS(l 4 - /3)/A ; where A = 1 - ~ 2 p. (The 

corresponding values for | are as in the simple case, = {'2= ~4i5.) These 
values are now to be substituted in the expression for S, that is the difference 
between the consumer’s surplus as it is after discrimination and as it was before, 
that is the difference between U - Xjyj - Xjy,, as it is when we put for the x’s and y^s 
their values in term of the {’s and tj’s (Xi = l4-^j, etc.), and what it becomes when 
we put for each of x’s and y’s unity. Substituting and reducing we have the 
expression for S in terms of the f s and tj’s. Substitute in this expression the above- 
written values of ri\ and ri'2 and ^2), and there results as before the value of 8 ' 
proportional to the second power of )3. The reasoning may thence be pursued on 
the lines traced in the note to the typical case (above, p. 462), 
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recently pointed out in this Journal.^ But I submit that there 
is an exception to this general limitation ; that mathematics play 
a more direct part in the theory of monopoly. What if an excep- 
tion should be formed by the application of the preceding theorems 
to one of the doctrines propounded by Professor Pareto himself — 
not certainly a particular problem, yet a general view which 
purports to be of direct practical significance. I refer to his argu- 
ment directed against Socialism, that at best it would not essenti- 
ally alter the distribution and production of wealth. “Economic 
goods will be distributed according to the rules which we have 
discovered in studying a regime of competition. . . “Prices 
reappear,” or “will at most change their name.”^ But we have 
seen that a regulated discrimination of prices, such as might con- 
ceivably be practised by a Socialist Directory, but is not possible in 
a regime of competition, tends to increase the sum-total of utility, 
A conception still less familiar to popular Socialism is suggested by 
what may be called the external case of our theory, that which 
is presented when “monopolist” is interpreted to mean sole 
buyer. The suggestion is that to discriminate betwricn lyboun'.rs 
on grounds other than efficiency — not always to pay the same 
wages for the same amount of work done — might diminish the 
“dead loss” of Producers’ Surplus which the contrary ixdicy 
involves.^ 

But if this advantage is either of a negligible order in relation 
to the stupendous consequences of a Socialist revolution, or is 
over-balanced by the liability to enormous abuses ; may we not 
hope for a less precarious application to a more familiar kind of 
monopoly, the control of railways and generally public works 
That hope is justified by cxx)erienco. For the mathematical prin- 
ciples on which our reasoning is mainly based are actaall3frr.^*pplied 
under the skilful direction of M. Colson to the railway policy of 
France. Such is the proposition that a small reduction of price, so 
small as to cause a very small sacrifice of profit to the monopolist, 
is likely to be attended with considerable relief to the customers. 
Our third thesis but superadds to this received proposition the 
following one : — In the case of discrimination (in certain not 
unusual circumstances) the relief to the customers afforded by 
a small sacrifice of the monopolist’s profits is likely to bp so 
considerable that they will be gainers, or at least not losers, by 
the introduction of discrimination. 

, ^ In his appreciative tribute to the memory of Walras, March, 1910. 

' 2 Cov/rs d*jSconomie Politique^ p. 1014 and context. 

* Above, p. 463, et passim, 

* In the sense of the term in which it is employed by M. OoIhod. 
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It is true that these propositions are but probable ; liable to 
failure in particular cases. But we are not altogether dependent 
on the more precarious kind of A priori probability, that which 
is exemplified by the predication of our second tlusis^ in the 
absence of data as to the extend and elasticity of demand. Such 
data would often be available sufficiently to show what case v/e had 
to deal wdth. The sun of full knowledge may illuminate part of 
our course. There may be enough of that daylight to enable us 
at least to select the proper patli ; which may then be pursued in 
safety by the starlight of Probabilities. 

Note. — On certain coefficients. frat differential coefficient of a 

monopolist’s profit have an interesting relation to the elasticity of his 
customers’ demand. The for^iier coefficient may be \vTitten, in our notation, 
when there is no cost of production, 

+ ^ ; 

<1y \ X ihj) 

where e is the elasticity as defined by Professor Marshall (Principles of 
Economics). When cost of production is taken into account the expression 
becomes — c — c); where c is the cost per unit. 

Tins proposition may be employed to prove the theorem above (moimced 
(p. 419), that when a monopolist discriminates betwa>en different species of 
custom, subject to the conditions that the subtraction from (or addition 
to) the benefit of his customers as a whole should be nil, or have any other 
assigned value, the elasticity of demand is the same for the different species 
wdiicn are discriminated (cost of production being null or constant). For 
consider the Consumers’ Surplus, say W, us the difference betw^een the 
money-measure of the utility resulting from the consumption of the com- 
modities, and the purchase-money thereof, wo have, in the case of tw'o 
species of commodity, 

Jo Jo 10 Jo 

Likewise the profit of the monopolist, say T', is, in the absence of cost of 
produ^^’-^n, Now the quantity which the monopolist aims |it 

rimximmg is F + aW; where a is the indeterminate coefficient proper to 
problems of relative maximum. We have accordingly 

dx^ • a.Tjj 

whence ej = l — a = c. . ^ The proposition continues to hold good when the 
cost of production per unit is a constant other than zero, but loses its 
simplicity when the cost (per unit) involves the variables. It may be 
remarked that the property of equal elasticities is also characteristic of 
another kind of discrimination w^hich may seem particularly suitable for a 
State Monopoly to practise, namely, that regulation of prices which has for 
its object the maximum benefit to the purchasers as a whole, consistent 
with the retention by the monopolist of a fixed profit — a fixed amount, or 
a fixed percentage of the output, that is of the cost of production, supposing 
cost to be constant. 


^ Above, p. 469. 
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The affinity between elasticity and the increment of monopoly profits 

1 dV 

extends to the second order of differentials. Putting F^xywe have- — 

X dy 

(or is it more elegant to write = (for any value of the variable). 

V dy 

1 de , . , . ^ ^ 

dy^ at the point of maximum, since then = 0. 


Accordingly, - 


This coefficient, or rather its negative, namely is identical with our « 
which, as will have been observed, plays an important role in the theory 
of monopoly. (Mntatia mutandis when cost of production enters.) The 
coefficient co is necessarily positive and presumably not (often) very small. 
The smaller it is, the sooner, as we continue to increase the degree of 
discrimination, the extent to which prices are varied, in the limit reached 
at which our third thesis breaks down. Thus in the second of the two 
parabolas above instanced, a smaller value of i/'g {$ and — rj') will cause the 
third term of the expansion to become comparable with the second in the 
case of the second parabola, for which u> = than in the case of the first 
parabola, for which w = 3. 

The smallness of a likewise causes trouble in the exemplification of the 
theorem that the tax on one of two monopolised articles fur which the 
demand is correlated, may result in the fall of both prices. The range 
within which fractions of maximum monopoly profii may pre^eut this 
remarkable property is restricted by the conditions that (Oj, cDg, coi «2 ~P 2 
should each be positive. The last of these conditions ^as not attended 
to in the example given in the text (ante p. 298). There is there instanced 
a fall of both prices which is more profitable to the (taxed) monopolist 
than the maintenance or increase of the original prices. But in order to 
make sure that there is not a still more profitable position, at which one 
at least of the prices is higher than origitially, there is required some addi- 
tional postulate as to the form of the surface representing the monopolist’s 
profit. We should be quite within our rights in making such an assumption 
— the rather as some modification of the simple algebraic functions adopted 
must be supposed ultimately to set in (ante p. 303, par. 2), But as remarked 
in a note, when it was too late to alter the text without more urgent 
reason — a better example would have been formed by a lower rate of 
taxation (p. 298). For instance, in the case supposed, let tknre b^^/mposed 
a tax of Is., more exactly Is. |d. per first-class ticket (theoretically '05157 
jei, that being the tax which causes an increase of third-class passengers 
from 200,000 to exactly 214,000 — ^for convenience of calculation, I 
started with the addition to the number of passengers, not with the rate of the 
tax). Then, I find, the monopolist’s profits will be at a (genuine) maximum 
when the first-class fare (originally J^l) is reduced by over 3|d. and the third- 
class fare (originally 10s.) by about the same figure. 

One more coefficient calls for one more remark : elasticity, in the 

dx 

popular sense, that is (p) in Cournot’s notation, in ours. The sort 

’ of reader who is content with this usage may be apt to think that the 
distinction (ante p. 290) which wo have emphasised between elasticity and 
the increment thereof is a refinement of no great practical importance, 
that what is true of the increment is true enough of the quantity supposed 
to increase. It may be well, therefore, to point out that between the 
increment (first differential coefficient) of a variable and the variable itself, 
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there may bo all the difference that there is between the velocity at which 
a body is moving and the distance through which it has moved. Contrast 
the following propositions : —(1) The higlier the speed of a motor car the 
greater is the danger of ..ccidents; (2) the longer tlie distance (from any 
fixed point) that a motor car has travelled (at wliatever rate,, thv .5 greater 
is the danger of accidents. The former presumption could doubtless be 
verified by the statistic-’, of accidents. Governments are well advised in 
making regulations based on this presumption. But what sliould we tliink 
of an expert w'ho advised Government to discourage motorists from travelling 
beyond a certain distance from, say. Niwv York, in order to })rovent aceiaeiits ? 
That advice would be of a piece with the theory wliich predicates of 
elasticity what is true of the increnumt of elasticity. No df'ubt it may 
be a proof of gre^t natural ability to e.ppnvaeb and half discern the tru^h 
in such a matter without the aid of the appropriate mathematical con- 
ceptions. 

r. Y. ED(5EW0KTH 


Must Tnvi ntions Eeduce the Hate of Interest? 

In his proIouTul work on the Hate of Interest^ writing of the 
effect of iiiventioijs, Ih-ofessor ]rvitig Fishei says ; — “Tho effect 
in raising interest lasts only so long us the resulting incomc- 
stn'.ani is suflicicntly distorted in time and shape to ho of a 
decidedly ascending typ(‘ .... later, however, there', will come, a 
time wdien the ine()ine-str('a.m ceases to ascend, when all the 
riect'ssary investment has been conipkied, w^hcii no fiirtliei* ex- 
ploitution is possible, and when it is only necessary to keep up 
the newly constructed capital at a constant level. VVlu'n this 
p(u*iod is rc'ijehed, the', after-effe^ct of the invention will be felt. 
Society will then have a larger income-stream than Ix'.fore, but 
no longer an ascending one. A more increase in the size of the 
incoiue-str 'nni, while*, its shape remains constant, luis the effect, 
as we* have* see'n, jiot of in(Te*,asing, hut of soriKiwhat decre^asing 
the^ rate* eu time-preference. Consequently the afteu'-effect eff all 
inventions and discoveries is not to incre'ase but to decrease the 
rate^ of inte'rest.”^ I shall argife that inventions and discove^ries 
need not cause a eiifninntion of the rate of intere.st ultimately. 

The*, doctrine*, that time preference falls as income, rises, 
that is to say, that the, prope^rtion of income save‘d at a given 
rate of inte're'st rises as income rise's, is derived from the*, 
proposition that when people are very poor they eitheir cannot 
save or arc strongly tempted to act irrationally and save 
insufficiently. WeTC it ne:)t for the disturbing effects of poverty 
l^reffessor Irving Fisher would hold tliat tinio preference is 
^ The Bate of Interest^ pp. 203 -204. 

No. 79. — VOL. XX ’ll 
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independent of income. We may, therefore, proceed on the 
assumption that it is, and make allowances 'for the disturbing 
effects of poverty as w^o go on. Apart from these effects, 
Professor Irving Fisher holds that inventions in the long run 
cannot affect the rate of interest. I, on the contrary, contend 
that, on the (‘vidtnice adduci^d, they are as likely to raises it or 
lower it as to leave it unaffected. 

That invention may ultimately magnify interest is suggested 
by the following considerations, when we suppose, for the sake 
of simplicity, that money is borrowed only for productive uses. 
Invention jnay intensify or extensify demand for capital, and 
altogether alter the shape of the demand curve for capital. It 
might enormously raise the marginal utility of the amount of 
capital used before the invention, without apprc'ciably affecting 
th(' utility of more initial increments of capital, and the marginal 
utility might remain high for much additioiuil investment. That 
is to say, prior to the invention the demand foj‘ capital might 
have been highly inelastic just befon* the point of (apiilibrium, 
and the invention might have had th(‘ effect of substituting for 
this inelastic part of the demand curve a highly elastic*, curve. If 
we investigate this case mathematically, wc*, shall fiiid that the 
rate of interest would rise, as one would naturally suppose. The 
proof js furnished below. 

J Let 

i = Original rate of interest. 
s ~ Original amount saved per annum. 

s'= Additional amount saved after the invention if interest continues to be i 
c = Capital used when saving is s. 
c'= Additional capital used when saving is s+5'. 
r = Annual aggregate value of c less ci. 

r'= Annual aggregate value of c 4- c' less r +-1(0 + 0'). ^ . 

Case I . — If income is the annual aggregate value of capital then, ex hypothesi 

r + ci s 

r + r' + (c + c')t ■” .s + s' 

and, because the annual amount of replacement is proportional to tlie amount of 
capital invested, • 

O + c' S + 6' 



Now, as the demand curve for capital before the invention might have dropped 
almost vertically to the position of equilibrium when s was saved and the invention 
might cause it merely to approximate to the horizontal for a time instead of thus 
dropping, the marginal value of capital could be at the limit when s + 6' was saved 



= i+~ *.* r' = r- (see above), 

c c 

And obviously, in the •limiting case supposed, for the extent of investment for 
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Without recourse to mathematics, it will readily be seen that 
inventions could cause a considerable shrinkage of the rate of 
interest, for their ehect might be to intensify the initial industrial 
demands for capital , and leave the marginal utility of capital less 
than the old rate of interest, when an amount of capital was 
supplied which maintained the old rate of time preference. In- 
deed, the rate of interest might conceivably drop to zero. It is a 
corollary from this reasoning tliat the quaxitity of capital used 
might be reduced by the adoptiem of new inventions. This could 
f)e guessed a1 one(‘, inasmuch as n.-w inventions might enable a 
community to derive the old jduct from much less capital than 
before. 

These results are so diametrically opposed to Professor Irving 
PislKu’s (Hctn that one is (‘ompelled to inquire more closely how 
Ins (licla can be justified in any degree To justify them we must 
make an assumpt'oii concerning tlic effect of invcntioi'S on the 
demand for capital. The character of this assumption depends 
uf)on the view^ taken as to the possibility ol obtaining any income 
w^'thout ca[)ital, but it is only when we supjxise that no income 
is obtainable without capital that the cliaraeh'r of the assumption 
seems at all plausible. In that event it states that the marginal 
value of capital is a constant for the amounts of capital associated 
witli th(‘. savings from different hovels of income which keep time 
])refereiice constant.^ ]n other words, it is assumed that inven- 
tions simply extend or pull out the industrial demand for capital, so 
to sjH^ak : that they can bo regarded as adding proportionally to 
till' (]uantity of capital from which each degrcii of value implied 

wliich tiie margiual value of capital is i + — , time preference (or the supply price of 

capital; will be i ; but as the marginal value of capital falls below i + time pre- 

c 

ference wil^ rise above i. Hence new inventions may increase the rate of interest 

ultimately, and considerably since ~ may be large. 

c 

Case II. — If some income is obtained without capital our original equation 
becomes • 

/c + r + ci _ s 

k + r + r' + {c-\-c’)i s + s' 

k standing for the income obtainable without capital. 

It follows that when s + s' is saved the marginal value of capital in the limiting 

case must be greater than i + - by an amount^, and consequently that the rate 

c c 

of interest will rise higher than in Case 1. 

1 Ily=f{x) expresses the original demand price for capital and y = B{x) is the 
new demand function, the assumption is 

d{x)=zf(nx). 

Where n means the ratio in which income is increased by the invention when the 
marginal worth of capital is as before. • ^ 


I I 2 
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in a demand curve can be secured. But this supposition is 
obviously inconsistent with facts. For instance, when in early 
stages of civilisation the plough took the place of the spade, the 
initial part of the demand for capital must have been raised to a 
hightir level. Possibly Professor Irving Fisher’s implied 
assumption is merely that we may adopt such a conception of 
the effect of inventions on the demand for capital in the absence 
of exact knowledge. If, however, this is the corn^ct reading of 
his theory, the passage quoted at the beginning of this article 
ought not to assert more than a probability; and it would not, 
of course, follow that the same rate of inten‘st was more probable 
that a higher or loW'cr rate, apart from the disturbing elTec'ts of 
poverty, and apart from the question whether any income is 
obtainable without capital, which I do not propose to enter into 
here. 

Nevertheless, I venture to pro])hesy that inventions in the 
future will depress the rate of interest, for one reason, because' I 
imagine that a great number of them will take the forin of 
improv(unents which will enable a unit of ca[)ital applied 1o a 
certain purpose to turn out more than it does at present ; that is 
to say, because 1 ibink that many future inventions will cut out 
links from the roundabout fu’oductivc' process which, according 
to Dr. Bohm-Bawerk’s conception, is involved in the use of 
capital. In this paper 1 argue merely that it cannot be 
demonstrated from pure theory that inventions must of necessity 
force down the rate of interest or ke(‘p it constant. 

The foregoing discussion suggests to me certain comments on 
Frofessor Irving Fisher’s brilliant and usually convincing (exposi- 
tion. The central fact of interest, he says, is “time preference.” 
It is as true to say that the central fact of value is “ cominodity'pfe- 
ference.” What he calls the “marginal rate of return on saeriticae ” 
is, I should contend, just as central a fact in a modern community 
in the determination of interest as. cost is in tlic determination 
of value. This “marginal rate of return on sacrifice” is a mea- 
sure of the marginal productivity of capital wdK'ii the latter phrase 
ts 2>i’operly interpreted. What “the marginal productivity of 
capital ” should mean to modern theorists who use the term to 
indicate one of the determinants of interest is the difference 
made to income by the application of an additional incremojit of 
capital to production. What is meant by “applying capital to 
production ” need not be defined, 1 imagine. Professor ]rving 
Fisher says, rightly, that “capital-value does not produce income- 
value,” and points out thpt the rate of interest determines the 
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value of capital. In these statements he is drawing attention to 
economic phenomena dealt with by Dr. Marshall under the head- 
ing of “quasi-renit .” They do not prove that the productivity 
of capital, properly defined, has no bearing on infcorcbt, as Pro- 
fessor Irving Fisher admits. The fact is that when industry 
is not saturated with capital, fresh capital is devoted tu produc- 
tion in the expectation, sometimes realised, that over a period of 
time it will result in additions to the jiroduct, the sum of tlie 
iindiseounted values of which will excv’ed the value of the capital 
applied. The degree in wdiich the former sum wnl exceed the 
latter depends, of course, on quantity of capital applied. 
Naturally, after Hs investment, the value of capital suffers muta- 
tions acetording to the ('xpocted yiedd of the newly-invested 
ca])ital ; hence, as 1 have said, the doctrine of quasi-rent in one 
of its aspects. It must be concc diul, of course, that u there WTre 
no such thing as using capital ind list rial ly, interest might arise 
through tlie burrowungs of members of the community from one 
anotlu'f. But in the same', way tilings acquire exchange value 
through exediange whm they can no longer be produced ; and 
yei wc are not mistaken in saying that under ordinary condi- 
tions cost plays a fiart in the governance of value as well as 
demand. 

S. eT. Chapman 


Depreciation: The Surveyor* s versus the Accountants Stand- 
point. 

A (iKEAT deal has been written from time to time from the 
accountant’s standpoint regarding the depreciation and the inea- 
sun'.nHUit 01 the expired outlay on productive [ilant — including, 
of cours^q buildings— hut little investigation of th(‘ aspect in which 
the matter presents its(df to the surveyor has hitherto been made. 

By depreciation is incant.the depreciation for arriving at the 
net profit rental .^and not the selling value. It is also necessary 
to add that not even a rough estimate of actual depreciation can 
be made from thewotical considerations only, unless all the cir^- 
ciimstances may be considered as absolutely normal. 

The following are the principal methods used by accountants 
wlum dealing wdth depreciation, viz., (1) equal fraction of original 
cost method, (2) percentage oiT reducing balance method, (3) 
annuity method, (4) sinking fund method. The first two are 
thos(i in most general usc^, but neither of them can be regarded 
as anything but convenient methods of “waiting off.” The latter 
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of the two, indeed, violates in a marked degree the elementary 
principle underlying the depreciation of all kinds of plant, and 
the former does so to a lesser extent. Elementary experience 
teaches that rate of dtiprcciation must necessarily increase with 
the age of the plant. Hence the second of the above methods, 
according to which the rate of depreciation is grcatc'st when the 
plant is new, and gradually diminishes, must be very far removed 
from actuality ; whilst the first method, in which the depreciation 
is constant throughout the life of the plant, is also necessarily 
erroneous. Similar results are attained by the use of the third 
and fourth methods, except in so far as the interest from invest- 
ments is really received under the sinking fund method, whereas 
it is a mere fictitious entry under the annuity method. Tlu'se 
last two methods, however, probably represent the actual de))re- 
ciation far more truthfully than either of the first two. 

Putting aside all extraneous circumstances affecting the value, 
it is propos(H] h(‘re to consider how depreciation may reasonably 
be expected to take place in productive plant under normal con- 
ditions. 

Elementary experience, as w^e have said, teaches the surveyor 
that the older the plant is, the greater is the rati^ of inert'ase of 
depreciation. The matter would be, perhaps, best treated by 
graphic representation. Now then' are innumerable ciirviis which 
would fulfil this condition, but if a furtheu' condition is added, 
then the class of curve may be fixed. Hence in laying dowui this 
further condition, ilie assumption which accords most closely 
with actual experience should be adopted. Now the following 
conditions suggest themselves : — 

(1) That the tend(mcy to fall in present value is in direct rela- 
tion to that proportion of its limited economic life^ yvhich has 
expired. 

(2) That the rate of increase in depreciation is proportional 
to the total depreciation itself. 

(3) That the rate of depreciation varies as the ratio of the ago 
to the value at that age, or varies directly as the age, and simul- 
tan(^ousl3’^ inverscily as the value. 

(4) That the rate of depreciation varies inversely as the value. 

(5) That the rate of depreciation is luoro rapid than the age, 
and varies as the square', of the age. 

These conditions are all represented by various well-known 
curves. The first is the vertical parabola; the second, the 
logarithmic curve; the third, the ellipse; the fourth, the hori- 
zontal parabola; and the fifth, the cubic parabola. Possibly no 
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single curve represents the manner in which depreciation actually 
occurs, even in any one kind of plant. In the following tabular 
statement, which exhibits the depreciation which would follow from 
the adoption of several curves, the economic life has been assumed 
in all cases to be one hundred years, only in order that the depre- 
ciation may be shown as a jxircentage. The table shows rate 
of depreciation, not accumulated depreciation. Curves 1, 2, and 
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It is not difficult to show^ that, if a leasehold insurance policy 
is taken out with rc'gard to the life of any kind of productive 
phuit, the amounts to which the annual sinking fund or premiums 
will roll up, at any assumed rate of compound interest, at the 
end of each y(^ar, will, if represented grajdiically, lie on a 
logarithmic curve. The curves which n'sult from assuming 2 per 
cent, and If p(‘r cent, respectively, are shown in the table above, 
and the reof^ons why these two particular rates of interest have 
been selected will be apparent later on. 

Eeverting again to the methods used by accountants, it is 
worthy of note', that the “percentage ofif the reducing balance 
method ” is also represented graphically by a logarithmic curve. 
This method is aeTvocated by Mr. Ewing Mathieson in his book 
on Depreciation of Factories. In it he gives, as an example, 
buildings ere^cted at a cost of £10,000, and he takes 1| per cent, 
annually off the reducing balance. In this way he arrives at a 
sum of £6,355 as representing their value at the end of thirty 
years. Now Iho ('(juation of the logarithmic curve is y = d^:— 
wdiere .renumber of y<‘.ars; y = value at end of x years; and 
d — 1 -i, where i — interest on £1 for one year, or r/100. Then 
\ogy~x \ogd. In tliis case a; = 30, and d = *985. Hence logj/=: 
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T*803089 or ^^=*6355. Mathieson’s curve is accordingly logarith- 
mic; but, as the rate of depreciation assumed by it is, contrary 
to actual experience, a gradually decreasing one, his curve should 
be turned upside down and reversed end for end to arrive at the 
curve representing onr second suggested condition, which, if 
not f^erfect, does not, at all events, violate an elementary principle 
in a striking manner. 

It is clear that the depreciation given by Mathieson’s curve 
is far too great ru'.ar tht^ commencement of the life of the plant, 
and far too little near the end. If accountants, when employing 
the sinking fund method, were to take the sinking fund as accumu- 
lating at 2 per cent, or If per cent, instead of 3 per cent., the 
result would approximate closely to the probable actual deprecia- 
tion in a great number of instances, but 3 per cent, is usually 
taken, and the similarity is thereby d(^stroy('d. Supf)Ose, f(jr 
instance, that a leasehold insurance jKDiicy is cllectod with regard 
to a ne^v house with a probable economic life of, say, a hundred 
years. It is then interesting to enquire whether the surrender 
value of that policy at any given date bears any relation to the 
j)robable dcqm.'.ciation which has takc'U [dace in the house uf) to that 
date. The terms of surrendcT value granf(‘(I by the Icadiiig insur- 
ance company's wdio cultivate th(' business of k'asehold insurance 
policies show wider discrepanci(*s than might be imagiiuHl, but 
they generally amount to approximately a. return of the pnuniums 
plus nearly 2 [>er c(mt. eom|X)nnd interest as a guararitcu'.d rhini- 
rnnm. The*- surrender value is usually considerahly less if it is 
asked for during the early years of a ])olicy than if not demanded 
until ]at(U’, but, in any case, the fact that the minimum surrender' 
value mentioned corresponds fairly well in a great many cases 
with the depreciation which might have been ex|)L:cted to take 
place, is only a coincidence, since the foriiKU* is founded solely on 
actuarial consideratiojis. 

F. Oliver LvoxNs 


The Poor Law Controversy. 

The Eoyal Commission on the reform of the Poor Laws g'ave 
to the world, rather nioTc tljan a year ago, a mass of information 
and two rtq)orts, (‘ach embodying recommendations for the 
i.horoiigh and comj)k‘te reconstitution of the existing system of 
redief and of the machinery for its administration. After a 
])criod of exceptionally active discussion, in w^hich the Majority 
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and the Minority Reports have been canvassed up ‘and down the 
country in a manner that testifies at least to the popular interest 
in social questions, three fairly well-defined groups of opinion 
have been formed as to the best lines of advance. Whatever may 
be the nature of the eventual legislation on the subject it is 
likely to embody the results of a compromise between ivvo or 
more of these groups. 

Each group is identified with a theory and a purpose that 
differentiates it from the others. Moreover, the differences have 
a wider sigiiiticanee than in their bearing on the Poor jjaw alone. 
They run through the whole rang(*. of social politics. It is for 
this reason that tlie present contro\ersy is recognised as forming 
a turning point in our social history. For this reason also each 
grouf> has thought it necessary to adopt an organised method 
of advocating its beliefs. 

The grouj) representathe of thorough-going individualist 
opinion, holding k) “the principles of 1834“ in their simplicity, 
finds oxprc'ssion in tlu^ publications of the l^ritish Constitutional 
Association. In Poor Law administration it is th(‘- opinion of those in 
this Siictioii not (Uily that all State relief should be clearly labelled 
as such and disixuised by a Poor Law- Authority, but that it should 
be d('t(U'rent in its effect and confin(id to the relief of d(^stitution in a 
narrow sense. The firoposal of the Majority to aim at “remedial 
and pn^ventative “ treatunuit, to discriininat(‘ between one ajv 
plicar.t and another, and give preferential forms of assistarua^ to the 
more “hclpable,” is viewed wdth more tlian suspicion. The view 
of the 1834 Commissioners that such methods are likely to lead 
to injustice and corruption and to foster jealousy among the poor 
is ii[>JuLl. ddiis grouf) of rcffojiners wish to (uicourage voluntary 
effort u,iid charitable help. But they wish for no State interference 
in the interest of the? former and for no formal allianc.e between the 
Poor Law and organised charity, fearing that the results of such 
union would bo to “officialise voluntary service and rob it of its 
freedom and spontaneity, Poor Law, in their view, should 

continue to be administcTcd by an ad hoc authority retaining the 
existing Poor Law areas. That the present system needs certain 
rciforms is admitted. The local authorities are not always 
efficient or fr(?e from corruption. This is to be mended by com- 
pulsory co-o[>tion and greater central control. Classification by 
institution is to be secun'd by a more? complete scheme of union 
combination for special purposes, such as is proposed by Mr. 
Charles Booth, t^nforced, if necessary, by the Local Government 
Board. Outdoor relief is often inadequate, /)ften inappropriate. 



474 


THE ECONOMIC JOUBNAL 


[sept., 


This emphasises the dangers and difficulties of giving outdoor 
relief at all. Eeform in this direction can .best be obtained by 
limiting all out relief as far as possible, by improving the qualifi- 
elation s of relieving officers, by enforcing a more uniform policy 
through the use of an increased central suixirvision. 

It is clear that this grouj) of opinion holds a strong position. 
It advocates “Kefonn,” not “Eevolution.” Its policy is con- 
tinuous with that laid down by the Commission of 1834. It 
involves no bre^ach of continuity in the system of administration, 
and thus avoids all the })azzling questions that arise when changes 
in the general scheme of Local Gfovernment are contemplated. 
But it presents certain marked defects. The Eeport of the Poor 
Law Commission lays special emphasis on the fact that many of 
the causes of finujierism can be removed in whole or in part, and 
it advocates a comjirchcnsivo and positive social policy dirc'Cted 
towards this end. Moreover, it lays great stn^ss on the “ov(‘rlay) ’’ 
that now exists in consequence of the miiltiplicatLn of diffeient 
relieving authorities, dealing with different units of the family, 
and adopting very various methods and standards of assistan(*-e. 
The British Constitutional Association coiuh'inns, as do(;s the 
Eoyal Commission, tJio present Provision of Meals Act, which sets 
up the Education .Department as a rival reli(^ving authority to 
the (luardians. But- it fails to meet the difficulty that it will 
prove jx)litically imjiossibre, even if it is desirable, to repeal the 
Provision of Medals Act and hand over tlu*, relief of school (‘hrldnui 
to an authority imbued with the traditions of the present Poor 
Law, and sufrering its prosc'ut disfavour. It condemns th(‘- 
Unemployed Workmen Act, but fails to recognise the fact that 
in times of depn'ssion those for whom the Act was originally 
devised, the decent workmen normally in regular. work, exist 
and cannot be fittingly helped under the present Poor Law. 

In a word, whik^ advocating the f>olicy of entrusting the 
various forms of relief to a single authority, it neglects the one 
condition upon whicli such a policy can be effected, namely, 
by moans of a thorough change in the spirit and pnr])osc of the 
Poor Law that will make it possible to give adequate, appropriat(', 
and individual help to the various classes needing it, in the light of 
the principle of discrimination. The position taken up by ©this 
group of Poor Ijaw reforiiuTs is invalidated because it must 
remain intolerable in practice, as it has proved in the last thirty 
years, so long as [)ubh(‘ relief is required by public opinion to 
be given not only to palliate the condition of destitution, but in 
certain cases to pr^went it. Their proposals must lead, as Mr. 
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Webb has said, to a “denuded ” Poor Law, from which the chief 
functions have been taken away and entrusted to rival authorities. 
It leads inevitably to the “break up’* of the Poor Law. Mr. 
Charles Booth’s ingenious scheme for improving th(' pres(‘nt 
conditions uix)n the administrative side, by enlarging the area of 
control to groups of the present parishes under a Poor 
Board, may be preferable on ccrtctin grounds to administration 
by the County or County Borough Councils, the former of which 
arc', far from anxious to undertake the new duties. But he 
appears to underestimate the evil effects of leaving the E lucation 
Department and the Public Health Authorities to develop into 
separate relieving authorities on a larger oc‘ic. His scheme, ii 
it adopted, would ha ve to be developc^.d so as to meet this 
serious cause of administrative i^mfusion and o{ that noticeable 
ino(i(Tii tiaukuiey to extend the piovision of free gifts to the poor 
in a manner that is disastrous in its ultimate effects, both on 
social character and tlu^ standard of life. 

The opinions (‘Xfinvssed by the Majority, and advocated by 
thi) National Poor Law Reform Association, have been reached 
as the n\sii]t of an effort to meet tlic new situation and the new 
outlook upon social problcans, while kecj>ing as close as seemed 
advisable to the teachings of experience and providing against the 
v(u-y rc'al difficulties whicdi all poor reli(‘f involves. 

It is necessary to pnssent the programme of the Majority with 
sonu‘ eai’e, in order to make ck^ar the large measure of agreement 
that exists betwe(Ui it and the Minority proposals, while at the 
same time throwing into relief the essential nature of their 
differences. Majority would fully endorse Ricardo’s dictum 

that no Poor Law can be approved that docs not contemplate its 
own ultrxiate c":tinction. The necessity for public relief is testi- 
mony either to the failure of individual capacity, moral or 
industrial, or both, or to the failure of social organisation. 

The healthy condition is that of economic independence. To 
a state of public deoendence there should come only those who, 
as th(*, result of selection, have proved their incapacity for inde- 
[>ondence. The ultimate responsibility for independence, for the 
general conduct of lik'., its success or failure, must remain with the 
individual and the natural family group. But under modern 
complex conditions th(^ State can encourage this healthy inde- 
pc'iidencc, can often alone secure it by offering a fair measure 
of secairity of opportunity and opportunity for security. The 
Commissioners, therefore, first turn attention to the necessity for 
improving education and industrial training, for interdicting or 
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controlling* certain unhealthy types of occupation, c.gf., street 
trading, casual labour, etc. 

They next attack the problem of providing opportunity for 
security against the normal risks of life — unemployment, sickness, 
invalidity and old age. They admit the present serious defect 
in respect of such security. They give a general approval to the 
method of contributory insurance, administered where possible by 
the voluntary democratic agencies that have already proved of 
such value, and recommend the encouragement and assistance of 
this elfort by means of State subsidy. 

It is sometimes asked, wherein is the difference between a 
general system of contributory insurance, e.gf., against sickness, 
and a general system of provision out of the rates? The differ* 
cnce is fundamental. Quite apart from the great advantages of 
]>reserving the voluntary administration and interest in such 
movements as the Friendly Societies and Trade T^nions, a scheme 
of contributory insurance emphasises the responsibility of th(* 
individual, while a rate-provided service encourages the expecta- 
tion of ‘M'rec” State provision. 

It is one of the cdiief differences between the Majority and 
Minoi’ity that thi‘ latter attributes relatively little importance, 
to insurance, on the ground that the ix)or cannot afford to j>ay 
the premium, wdiil(‘ they view with iavour a general extension 
of rate“j)rovicled service. 

In general it is of the first importance to remember ‘that in 
discussing the details of these forms of “State interference” no 
abstract principles can profitably be invoked in determining their 
limits. 

Whether casual labour in certain trades should be made illegal, 
as the minority wish, or whether decasualisation should be 
achiewed by voluntary ru^gotiation, is a matter to be decided by 
the experience of the efficacy of either method. 

Whether in the interests of “opportunity for security” the 
State can administer a “ten years prograrrpne must depend on 
the probability that such a programme will be administered so as 
materially to reduces the fluctuation of employment, or whether 
it will become a huge permanent relief works of the type so 
scathingly criticised by the minority themselves. Having 
elaborated these plans for improving the normal condition of the 
independent working family, by which means the Majority hope 
to do most of tht^ “prevention of destitution,” they turn to the 
construction of a, scheme of public assistance proiKir. 

Clearly, if thp various “social institutions” for meeting the 
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normal risks of life were completely effective, none would become 
publicly dependent but the defective or the degraded. The 
problem would become quite simple, as it was in fact pictured in 
1834. 

The Commissioners of 1909 expect no such speedy consumma- 
tion of their hoix^s. For this reason they have to devise a plan 
whereby they may extend a helping hand to those temporarily in 
misfortune, and restore such persons, if possible stnaigtheiu d, 
to a condition of independence, while grailunlly weeding out the 
idle, imjnovident, and incapable, and subjecting them to discipliru' 
or control. It is at this point that ^he controversy between tlu‘ 
Majority and Minority becomes acute. 

The Majority insists that all forms of dhect public maintenance 
should be providtut by the public assistance authority. For this 
there are two chief reasons. In ord(U to lielp effec'tively the 
various memlxu's of a family must be treated as persons foiming 
a single group having related lU'eds ami respensibilities. To split 
up the work among a number of different bodie. , having primary 
interests and fiiiK'tions other than assistance, is to perpetuate the 
existing “overlap” in relief and unnecessarily to multiply the'- 
expense of administration. 

The second reason is far more important to the ultimate social 
welfare of the country. It consists in keeping the distinction clear 
between self-maintenance and public d(*pendence, and therefore 
clearly separating the function of relief from that of, e,g.y educa- 
tion or sanitary control. The community decides which of th(^ 
economic needs of life the wwkers of a family shall be exj)ected 
to provide from tlu'ir own resources. Tlie whole' force of industry, 
prudence, and foresight muvSt be enlisted to maintain a standard of 
life w J'H ceh] the xiormal income is adequate*, to meet these normal 
demands. .Hence w^hen public relief is accepted, it must bo under 
conditions of less-edigibility. It is true, as 1 have argued else- 
where, that the condition of less-eligibility receives an entirely ne^w 
interpretation when deforced in the light of individual and dis- 
criminatory treatment of each case. This is the great change 
introduced by the proposals of the Majority. 

But in certain important categories th(3 Minority propose to 
substitute for “less-eligibility ” “greater-eligibility,” and thus to 
reduce for largo sections of the community the normal demaucls 
upon normal income. It may be that their economic theory sees 
in such a course no danger either in a falling standard of lifc^ or 
in the growing habit which they will foster for an ever-increasing 
expectation of public free provision. It may be that they are more 
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confident in the ability of a strong bureaucracy to resist this 
pressure. If so, then these are the fundamental issues between 
the theories of the Majority and Minority. 

The key-note of the policy of the Majority is the upbuilding 
of appropriate social institutions to enable the working-classes 
to provide, upon a contributory basis, but with a measure of 
State help, against the normal risks of life and the administration 
of relief in the light of the needs and circumstances of the 
individual cas(\ 

The special difficulties besetting the Majority are thus easily 
understood. 

To entrust to a weak or a corrupt Board of Guardians the task 
of dispensing relief upon a discriminatory method , and empowered 
to give considerably larger sums than now to really ‘‘helpable” 
cases would be to court failure. Hence their fifst concern was to 
devise an administrative body that would be wide and catholic in 
sympathy, expert in the science of relief, and removed from the 
dangers of a direct d(*pendence upon the suffrage, possibl} in 
small areas, of those who would gain most from a lax administra- 
tion. The saggest(Hl Public Assistance Authority has been much 
criticised as “undemocratic,” and as taking the i)owers of the 
I)ur 8 e from the 2:>eoplc. Moreover, the (bounty C’ouncils, excejpt 
in London, are not anxious to add to tlieir labours. But if it is 
admitted, as nearly all admit, that existing areas are bad, that 
existing local administration is often hopck^ssly weak and 
sometimes corrupt, and that at the same time not less but more 
res})onsible and more difficult work has to be entrusted to local ad- 
ministration unless the ideal of a really helpful system of relief 
is to be abandoned, then it is not easy to suggest a body differing in 
essentials from tliat of the proposed Public Assisl/ance Authority. 

Their other chief difficulty arises also from the adojjtion of a 
larger purpose than that contemplated by the existing system. 
Relief, if it is to be adequate,* discriminatory, designed to serve 
as a means of }>ermanently improving the condition of those 
helped, and of preventing their lapse into chronic dependence, 
must involve the co-oi)eration of a much longer range of agencies 
and of a far more numerous body of wwkers than arc now associated 
with Poor Law work. It would be jxjsBiblc, of course, indefinitely 
to extend the sup2>ly of relieving officers and other paid officials. 
It is not by any means certain that “officials ” necessarily connote 
“officialism,” but it is probable. Moreover, an extensive official 
organisation is unavoidably costly. 

Is it not possible to (enlist the energy and sympathy in all 
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populous districts of many who t can and will devote themselves 
to this form of social service? It is '^'ith this object that the 
Commission advise thnt a new and larger function should be 
entrusted to voluntary effort. But the besetting sin of voluntary 
effort has hitherto been its irregularity and its absence! of subordi- 
nation to a common purpose, and hence its ineffickincy. 

In order to avoid this danger, the Commission proposed to put 
voluntary effort on a new footing. To recognise and unify it 
while subjecting it to a measure of conti'ol. 

The success or failure of the larger jmrpose embouied in the 
Majority’s sclKune in this dircctio*' dciX-^nds on the response that 
is made to the call fer efficient, voluntary, social service, not from 
the I'ich and leisured classes only, but upon a catholic and 
democratic basis. 

The third group of opinion is that represented by the “i^ational 
C'Ommittee for the I’revention of Destitution,” the new najne 
which has b(!en substituted for that of the! “Committee for the 
Break-ut) of the Ikjor Law.” The main i.:i8eutial differences 
between their policy and that of the Majority have; already bcurn 
indicated. To a large extent the Minority proposals depend for 
their significance! uj)on the spirit in which they are interpreted. 

it is to be noted that many of the ablest supporters of this 
grou]> have frankly avowed that they regard these proposals, 
not so much as measures of Poor Law reform, but as affording 
means whereby the inequality in the distribution of wealth can to 
some extent lie repaired. To this it must be objected that, how- 
ever desirabli! a fairer distribution of wealth may be, the method 
of equalisation which proceeds by the extension of free doles 
is of all othei's likely to be most harmful to the working-classes. 

This IS the' essence of the Minority Report as it appears in the 
numerous Socialist organisations, which have enthusiastically 
adopted it. This is the meaning of the constant opposition 
enforced by them between provisi®n which is a form of “charity,” 
State or private, and to which conditions are attached, and 
provision taken as a “right,” that is as a measure of free and 
unconditional support. 

It is well that the issues between these groups should be , 
clearly formulated in order that amidst all the confusion of 
popular debate the sympathetic seekers after social reform should 
see clearly what is implied in their adhesion to one or other. 

C. J. Hamilton 
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Trade Unions and Parliamentary Eepresentation. 

The decision in Osborne v. Amalgamated Society of Railway 
Servants followed as it has been by numerous actions in which 
members of Trade Unions have obtained injunctions against their 
societies to restrain the application of Union funds for the payment 
of election expenses and salaries of Members of Parliament, is 
not merely of great importance in its immediate effect on the 
political fortunes of Trade Unions and the Labour Party, but 
the principles involved are so far-reaching that a short statement 
of the case and some analysis of the different ration es decidendi, 
may be useful at the present time. 

The Society had been established in 1872, and was registered 
under the Trade Union Acts, 1871 and J870. The first of these 
Acts had established the immunity of members of Trade Unions 
from criminal prosecution for conspiracy or otlK^rvvise on the 
ground that the pui'iKises of a Trade Union are in restniirit of 
trade. It also, without incorporating Trade Unions, conferred 
certain privileges and powers on duly registered Unions, notably 
the fX)wer of holding property vt^sted in trustees, and these 
privileges and powers cannot be obtained without registration, 
though in other respc'cts registration is not made compulsory. 
The term “Trade Union “ is defined by the amending Act of 
1876 (with certain savings) as “any combination, whether tem- 
porary or permanent, for regulating the relations between work- 
men and masters, or between workmen and workmen, or between 
masters and masters, or for im£X)sing restrictive conditions on the 
conduct of any trade or business, whether such combination would 
or would not, if the principal Act had not been passed, have been 
deemed to have been an unlawful combination by reasons of 
some one or more of its purposes being in restraint of trad(i.“ 

The objects of the Society, as stated in the rules, were, shortly, 
the improvement of the condition and protection of the interests 
of the members, the promotion of a good understanding between 
employers and employed, the regulation of their relations, and 
the settlement of disputes by arbitration, or failing arbitration 
by other lawful means, and the provision of benefits and of legal 
assi^ance to the members and their families. The original* rules 
contained no reference to Parliamentary representation, but in 
the year 1903 the words “to provide Parliamentary representa- 
tion ” were added to the list of objects. Under the rules as they 

^ Judgment of the Court of Appeal, 28 November 1908, see [1909] 1 Chancery 
163 ; affirmed by the Horibe of Lords, 21 December 1909, see [1910] Appeal Cases, 87. 
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stood at the beginning of 1906 a Parliamentary representation fund 
was established for the purposes of providing for the representation 
of railwaymen in the House of Commons, and making contribu- 
tions to the Labour Representation Committee so long as the 
Society should remain affiliated to it. To this fund an annual 
subscription of Is. Id. per member was to be paid. Later in the 
same year additions were made and duly registered, of which 
the most important was to the effect that “aH candidates must 
sign and accept the conditions of the Labour T'arty, and be 
subject to their Whip,” but those additions were held by the 
.Courts to be invalid on the ground that the formalities required 
by the rules for tlu^ making of new rules had not been complied 
with. 

The action was brought ii' 1907 against the Union and its 
trustees by Mr. Osborne, who w^as secretary of the Waltnarnstow 
branch, and had been a member oL‘ the Union for sixteen years. 
He aski'.d for a d .‘(daration to the effect tiiat the rule relating 
to Parliamc'iityry representation, the raising of moneys by com- 
pulsory suhseriptioii, and the distribution of such moneys in pur- 
^suance of the rub' wcn\ beyond the legal powers of the Society, 
and for an injunction restiaining the defendants from acting 
under that rule, or so distributing moneys. 

Th(i Court of first instance, follownng a case decided shortly 
before, disniissod the action. On appeal the Court of Apj>cal 
unanimously reversed this di^cision, and gav(' judgment for Mr. 
Osborne, and this judgment w^as unanimously affirmed by the 
House of Lords. The reasons on which these judgments were 
based arc^ as follows : — 

In the first place, the three judgments in the Court of Apiieal 
all rely t© sonu'^ extent on the informality attending the making of 
tlie altcratioiis in the rules at the end of 1906, a defect which, as 
the (k)urt held, was not cured by the fact that the alterations had 
subsequently been registered, and a certificate of registration given 
By the Registrar. Tlje point was not dealt with in the judgmeiiis 
given in the House of Lords, and is not one of general impoHance : 
for the mere informality could have been cured at the next annual 
general mec'.ting of the Society. 

The next ]X)irit is one of much greater general interest. Trade 
Unions, thougli not created by statute, have been, at any rate 
as regards a large part of their activities, legalised by statute, 
which has recognised them as having a quasi-corporate status and 
has conferred special 2 X)wers and immunities. They thus resemble 
th(» numerous statutory bodies of which joint-stook com}>aiiies form 
No. 79,— VOL. XX. • K K 
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the most familiar example. The question then arises, does the law 
in giving its recognition at the same time impose limits on their 
lawful activities? and, if so, does the provision of a fund for 
Parliamentary representation fall outside these limits? These 
questions were answered in the affirmative, unanimously, by the 
Court of Appeal and by three out of five of the Lords who gave 
judgment in the House of Lords. The definition in Section 16 
of the Act of 1876 (quoted above) was held to be not a mere 
statement of the objects which must be present in order that a 
body should bo recognised as a Trade Union, but a clause of 
limitation which prevents a Trade Union from pursuing any 
objects not incident or auxiliary to the objects stated in the 
definition. It is true that the provision of benefits to members, 
which is indisputably among the lawful purposes of Trade Unions, 
is not mentioned in that section, but whether ori the ground 
that the provision of such benefits falls within the words “regulat- 
ing the relations between workmen and workmen” (as held by 
Lord Justice Far well) or is collateral oi auxiliary to the purposes 
mentioned in the Section (as held by Lord* Atkinson), or is 
recognised and sanctioned by Parliament in other sections oi the 
Act of 1871 (as pointed out by the Mast(U’ of th(' J-iolls), the 
argument based on this omission from the dc‘finition clause was 
held insufficient to extend the powers of Trade Unions to the 
puriX)sos of Parliamentary ropresfuitation. Lord flames of 
Hereford, on the other hand, hold that the clause in question 
was “not a clause of limitation or exhaustive definition,” and that 
“the Legislature only intended to require certain qualifications to 
exist before an entity could become a Trade Union, but the 
objects and limits of action of a properly qualified Trade Union 
are not dealt with by the section.” Lord Shaw, , without dis- 
senting, hesitated to accept the view of the majority on this 
point. “I have some hesitation,” he said, “in so construing 
language of statutory rocognitioip as a definition imposing such 
hard and fast restrictive limits as could crjimp the development 
and energies and destroy the natural movements of the living 
organism.” 

In the third place, quite apart from the question of statutory 
limitation, the doctrine of public policy was invoked, to show the 
illegality of the rules and proposed expenditure in question. The 
view of Lord Justice Fletcher Moulton seems to have been based, 
mainly at any rate, on the additions made to the rules in 1906. 
According to his view, these additions showed that : “The objects 
of the Parliamentary fund is to procure Members of Parliament 
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who shall be bound to vote in a prescribed manner, and that it is 
in consideration of'>thcir undertaking so to vote that the funds of 
the Society arc to be expended in procuring their election and in 
supporting them in Parliament.” Such an arrangement must be 
treated as equivalent in legal effect to a contract between A and 
B that A will pay the election expenses of B and support 
him while in Pariiament, provided that B will engage to vote as 
A directs. The duty of an elected representative towaids the 
electors and the public is one in the disc.harge of which he must 
not have contractually fettered himself. Lord Justice Farv^ell 
carried the same line of reasomug further. While holding that 
the effect of the Union’s scheme was that “certain constituencies 
are to be disfranchised by substituting for a member representing 
them a paid delegate bound to put the interests of those who pay 
him before all other considerations,” lie later lays stress rather 
on tile Member’s duty to the country as r whole than on that to 
his own constit^^ents. But the reasoning of an earlier part of 
liis judgment would seem to be clearly independent of the additions 
of .1006 to the rul(^s. Ho there lays down that it is “illegal for a 
Trade Union to compel their members to allow their funds to 
be applied and themselves to subscribe,” as being inconsistent 
with the jiolitical freedom of each member of the Union. “It is 
not enough to say that a man’s vote has not been influenced. It 
is also necessary for his freedom that ho shall not have been 
coerced into supporting by money or otherwise tlie candidate 
whom li(' wishes to oppose.” In the House of Lords Lord 
Shaw's elaborate judgment, which went entirely on the ground 
of public policy, seems to be based on the additions of 1906. He 
ciirerully guards against a sweeping condemnation of payment of 
Members as such. “Granted, however, that no conditions are 
imposed subversive of or imperilling their freedom, it will be 
observed that nothing that has been said attaches a taint or 
shadow of illegality to the paypieiit of Members of Parliament. 
Such a payment ’^i^y be a tribute to character, or a recognition 
of talent coupled with a desire that these should be secured for 
the service of the State, or it may spring from a legitimate wish 
that the views, the needs, the perils of particular, and it may be 
larg'3, classes of His Majesty’s subjects should be expressed in 
Parliament by those who speak with the authority of practical 
experience.” 

On this question of public policy the Master of the Eolls, and 
the other Members of the House of Lords, abstained from express- 
ing any opinion, contenting themselves with Jbhe argument based 

’ K K 3 
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on the Act of 1876. Lord James of Hereford, while differing 
from the majority on the construction of the definition clause in 
the Act of 1876, and holding it “unnecessary that any opinion 
should be expressed on the very broad constitutional question 
raised for the first time in the Court of Appeal affecting the 
general supjort of Memlxirs,” came to the conclusion that the 
application of money to the maintenance of a Member whose 
action is controlled by the rules as amended in October, 190G, 
is not within the iX)W(‘rs of a Trade llniori, on thc^ ground that 
the vote of such a member “would have to be given in respect of 
all matters, including those of a most general character, suc'h 
as confidence in a Ministry or the policy of a Budget — matters 
unconnected, directly at least, with the interests of Labour.” 

W. M. Geljdart 

Report of the Vice-Regal Commission on Irish JUiihrays, including 
Light Railways. (Cd. r>,i247. Is. Id.) 

Almost c'xactly four y(jars jjfb'r its appointment, the 
Commission on Irish Railways has issucal its report, '^fhe inqinvy 
has bcuai of a most thorough natures No h^ss tha.n WS witiK'sses 
have b(‘en (‘xaniiiu‘(l, the number including representatives of 
103 public bodies. 

It- is much to be rc'gretted that the Commissioners have not 
beeji ahli^ to arriv(‘ at a)i unanimous conclusion. The nqxiit is 
signed by four members ordy, whilst a minority report is sub- 
mitted signed by the nTiiaining three membcTs. Burtber. whilst 
the ( 'Ommission contaiiual two gentlemen with long railway <*x- 
jierience, oiu? of their signatures is attached to each nqxirt. The 
balance of opinion is thus as evenly balanced as it ern welt be. 

Whilst certain grave irregularities have (^orne to light in the 
course of the inquiry, it cannot be said that the Irish raihvay 
companies have come out of the investigation badly. Two of 
the principal companies have* bt‘('n guilty of giving rebates 
irregularly on a considerable scale. Jlatc books have not always 
been properly entered up. The Commission is, however, 
unanimously of the opinion that no serious injustice has accrued 
from these malpractices. The rebates were a matter of common 
knowledge, and it would appear that few traders failed to get 
the advantages they gave. As regards management, too, the 
Commissioners arc again unanimously of the opinion that no 
serious fault can be found with its efficiency. Of the light rail- 
ways this is not so, true, but the opinion is expressed that the 
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legislation in regard to them is very defective and requires 
considerable amendment. 

At the same time, as has been the case in all previous 
inquiries, the conclusion has been unanimously come to, that 
under th(* present organisation of the railway system Indand is 
not served as well as it might be. The total milonge of the rail- 
ways is only 3,111 f miles, and this includes 503 miles of light rail- 
way. 31ie syst(Mn, exclusive of liglit raihvay^, is worked by no less 
than sixt('en indtipendeni companies. This ])recludes really e(‘on- 
oini(*a,l working. Each railway requires its separate organisi.tion 
and rolling-stock. ATost of the ompaui(‘s have a comjdetc sj^^stem 
of worksliops. In fmictically all cases the railways and all they 
include are on too small a scale for true economy. “The Com- 
mission is unanimous that in view of the economic condition of 
Irihind there slioiild be unification of the Irish railways.” The 
desirability of nuiheation, particularly in view of the ('Conomies 
which have accruc*d in Groat Britain from the rec(uit railw^ay 
eomhi nations, aaid in the Enited States from th(' (‘xtension of a 
railway by ilu', method of accpiiring ('oiitrol of otlnu’s, s(‘(uns so 
el(‘ar ihat it hardly seems nec(‘ssary to base the n^cornmeiulation 
on th(^ economic (‘ondition of <lie country. 

It is at ihis point that the two reports diverge. The minority 
report favours a. single system continuing under privat(‘ manage- 
irumt as ai eonunt‘reial undertaking. In this ojunion tli(‘y follow 
the conclusions come to by previous commissions. The ndatively 
backward condition of th(' country is diu^ in their opinion to the 
railways in a very small dc'gnr. Tluy do not consider reduc- 
tions m rail\\ay rates would bii the best way of “stimulating 
tranie and assisting the dcvolofuncnt of production in Ireland.” 
The crying n(H‘d is for tJic organisation of produelion and distribu- 
tion as they are organised abroad. Admitting this last to bo true, 
wo (‘annot follow why reductions in railway rates should not have 
the efl’oct of stimulating traific in Ireland. It is not necessary 
to decry the advantage of assistance given in this way , even if it is 
thought organisation of production and distribution is the more 
important. Certainly abroad there is no disposition to take up 
such an attitude. 

Thc‘ majority holds the view that large reductions of railway 
rates are essential for the proper development of Ireland, its 
agriculture and industries. The reductions, to be effective, are so 
large that for many years a loss must accrue, and the loss would 
be such as no commercial undertaking could face. Industry 
and trade in Ireland, it is considered, are restricted “by reason of 
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the fact that internal and export transit rates are on a higher scale 
than the rates charged for conveyance of comnlodities which com- 
pete with Irish products in Irish and British markets or with which 
Irish products might compctcN if conditions were rendered less 
disadvantageous to Ireland by a lower scale of transit rates.’* A 
careful examination of the evidence tends to confirm this conclu- 
sion ; that is to say, it is a factor, and an important factor, in the 
Irish problem. The conclusion drawn from it that State assistance 
is necessary seems clear and obvious. 

The majority report goes further, and lays down that there 
is no effective alternative to making the railw^ays “public property, 
consolidating them into a single system, and working that system 
under representative control for the benefit of the country.” As 
it is important that the new system should not ho, cramped by any 
want or fear of want of sufficient finaiieial means, having regard 
to the circumstances and “unsound economic ('onditiou” of ihe 
country, it is recoinrnemh'd that an annual grant should l)f‘ tuadv' 
from the Exchecpier of not less than a quarter of a million, and, 
if thcaa^ should still be a defiehmey, then that should be, defrayed 
out of the proceeds of a goneTal Irish raha 

Thercj s(jems little room for doubt that the general principle 
of tlK^ majority report is right. For a country in the condition 
of Ireland the railways should be managed primarily in the 
interests of the country wdth a view to improving its agriculture 
and industri(‘,s and so ultimately to increase its general prosperity. 
The fight will come over the means proposed for achieving this. 
The managing body proposed is to (*onsist of twiaity men, twelve of 
whom arc to be elected by the rahqxiycrs of Ireland. Is such a 
body likely to prove an efficient controlU'r of this important 
industry? What assurance is there against electibn on purely 
political party lines, and against political influcii(‘c? The ill- 
ellecds of politic al influence have j amoved sericuis in our Colonies 
and in many foreign (*oimtries, and even to-day few, if any, 
have found a really effective remedy against it. Wt' have grave; 
hesitation over accepting this part of the report. The pro£X)sed 
authority seems more suitable for an advisory than a managing 
board. 

However one may agre^c with th(‘ priiic iidc's of the 
raendations, it is difficult to feel satisfied with the details. This 
is perhaps due partly to lack of information. For instance, there 
is nothing to show how the suggested minimum amount of the 
annual grant from the National Exchccpier has been arrived at. 
No estimate appears to have been made of the sum over and 



1910] REPORT ON THE EMPLOTMENT OF CHILDREN ACT 487 


above this likely to be required, though it is indicated that the 
Commissioners think it admits of computation. In fact, the 
report is singularly silent on many important points connected with 
the more detailed recommendations. To accept it in its entirety 
would be to take a leap in the dark. 

We may briefly sum up the points which seem to us clearly 
(‘stablished. Irish agriculture and industries require ehea|>er 
transport than they now liave, and the rad way rates question is 
an important factor in the Irish problem Waste, on the railways 
must bo diminished as far as possible, and tins can only be 
achieved by unification of tlu' railways. The economies likely to 
accrue therefrom are not suflicie*:! t > provide for th(‘. reduction of 
rales necessary, and a subsidy from the State is essential. Tdie 
jaono])oly thus created and suhsidisc^d by the State ought not to 
he left wholly in private hands, but must Ix' e.ffectix^cdy controllc'd 
by sonu' piibbt' body. 'Mon^over, tiu (uul \m 11 not be. gaincxl if 
the railways ar(' managcxl primarily in tlu' inttTC'.sts of share, - 
holders ns shoi'u time interests take too jjrominent a place. 

Much further than this are not prcpannl to go at present. 
TIh‘ nmiaining recommendations may be correct, d'hey are, 
liowev(‘i, open to criticisms, the answers to whicdi an' by no 
nu'aiih c'Ic'.ar. 

W. T. Stephenson 


Report of the Departmcoilnl (lommiiicc on the Eniployvienfy of 
ChiUlrcn Act, 1903. (Cd. 5,i^29. 1910. Pp. 23. Price 

2id.) 

In canying out their inquiry the \ery ahU'. ('Ommittee that has 
just leported chosen and chost', quite rightly, to narrow it. down 
to the smaller, but very urgent, question of stre^et trading, rather 
than attempt to deal with the employment of (‘hildren as a whoh? ; 
and even within these narrower limits their attention has be.en 
mainly devoted teethe, juvenile' lu'wsjiaper seller. Of the various 
forms of child jmployment street trading shows the. greatest 
dangers and the least advantages, and the selling of newspapers 
in tlie strec'.t focuses all the evils of street seUing. For this 
reason the course taken by the Committee was a wise one. First, 
beeause they were attacking the very heart of th(' malady ; and, 
secondly, because street trading is, so much more than other 
forms of child employment, a problem in and by itself, and capable 
of indefieiuhmt treatment. Two reports are issued by a majority 
of seven and a minority of four rosp^.'ctively, and in this case the 
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divergence of* opinion, however regrettable on general grounds, 
has the merit of providing a clear treatment, of the subject from 
two dilferent sides. The Majority insists on the evils of street 
trading and on the treatment required to get rid of them. It 
pro])oses the drastic remedy of complete abolition in the immediate 
future. On the other hand, Mr. Bridgeman and his colleagues 
point to the difficulties in the way of such a l)olicy , to the hardships 
it will involvti and the safeguards it will require, and suggest 
a more gradual treatment. For these reasons one cannot but 
welc.ome a divided report : for wc require both a root and branch 
proposal for reform and a clear statement of the conditions with 
which it deals and under which it will be carried out. 

By the Act of 1903 street trading w-as defined to include “the 
ha>wking of newsj)apers, matches, flowers, and other articles, 
playing, singing and performing for profit, shoe-hdac-hing or any 
other like occupation, carried on in streets aiul (>ul)lic j)laces.” 
This definition, however, has been a sourc(‘ of confusion 
and difficulty. A boy selling newspaj)ers is a stn'ot trader: 
indeed, this is the most inq^ortant form of that tivuhn A hoy 
carrying lu^wspapc^rs to deliviu* at custoinci*s' house's is not no 
Jiion^ than any oUut errand-boy. Thit what, when a hoy sells 
riewspafK'rs incidcnially to the' latter occupation? The Committee, 
indeed, jHUiit out the distinction, and also that the latter is usually 
a harmless, and may eveui Ix'. a benefieJal, form of employment: 
but to draw the dividing line is “practically impossible.’' Thc'law, 
as at present constituted by the'. Act of .1903 and others, prohibits 
street trading by childreai under 11, and night work ( i.c., between 
9 p.m. and G a.m., subject to variation by local bye-laws) for boys 
under 14 and girls luuku’ IG. Further, Section 2 of this Act allows 
local bye-laws to n'gulate it for children over tlu^se ages in various 
ways-”by (Hnnpc'lling it to bc' carried out under certain conditions, 
or subject to the holding of a licence, by regulating such licence, 
by (leterniining the days, hours and place of such trading, and 
so on. There arc two limits — that the right trade is not made 
the subjc'ct of conditions nd'erring to poverty or bad character, 
find that special regard shall be paid to }>revonting street trading 
by girls under IG. The latter limitation is undeniably sound; 
the former appears, as the Majority implies, to be a mistake. ^ 

Little if any usc^ has beeji made outside England and Wales 
of the powers thus confern^d. In Scotland only three local 
authorities out of 89, and 27 school boards out of 979, and in 
Irtdand only five of the 7G local bodies have exercised their rights. 
Jn England, though^ only one of the 62 administrative counties, 
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and 41 of the 191 urban districts have made bye-laws, no few^er 
than 50 of the county borcughs have done so. Those include most 
of the large cities, and possess a population, cxclnsive of London, 
of 8J millions. The ijondon County Council is trying to abolish 
street trading by girls altogether**. From those figures Sir Edward 
Troup de(hicc‘s that the evils connected with street trading “are 
most pressing in crowded centres, and the problem is essentially 
a town probUan.” Some of these bye-laws are little, more than a 
(i(‘ad letter, and wlK're no bye-la vvs exist the statutory provisions 
of the Act are oftcui disrc'garded. In one town children as young 
as s(‘\. »i wiire found trading, and no <{(jubt a considerable ruunbjr 
do s<i tn-de who are below the statutory age ot It. Moreov^^r, 
though r(‘g'ilation by bye law was nitended to allow for differences 
in loc al eon litions, those that exist are substantially the same. 

I’Miaily sueli bye-laws prr)hil)it stn'ot trading by girls under 
K), (‘xcept in company with a parent, this latter proviso b(ung 
iiunnit to provide h r th(' casc^. of the children of costermongers. 
Th(‘, exp(Mlie!K*y (d‘ this (‘.xcoption was the subject of dispute. 
Tlu' reiu'esentatiVes of ih(^ London ^lounty Council and other 
witnesses were against it, their view^s Ix'ing endorsed by the 
Majority. On thcj other hand, the f)olice wdtm^sses favoured it, 
and tlH‘ Minority refused to pronounee definitely on the point. 
1hie inability to make tlu) grant of a licence snbjc'ct to conditions 
has been harmful, preventiug refusal even when the number was 
(‘X('(^ssiv(', or the child obviously fitted for somr^ihing better, 
hhie Majority do not, ptrliafis, do kill jiistic(‘ to i\w, wairk of the 
Act, when' hyc'-law's liav(' hetui rigorously ('nforced. Their viev\ 
that “a. sysh'in of licensing and badging is but a method of 
legalising what is indisputably an ('wil, and that a set of byo-laws, 
howi'ver rigcuMusly enforced, can at best only modify tlui difficulties 
of the iiosilion,” is, no doubt, true : but in sonu', cases, notably 
Maneh(*ster, ns tlicy jioint out, the otfect has hecui wonderfully 
good. Indecal, it is a questiort wheth('r a national <mforcement 
of hye-huvs of the ^lanehestor or London standard will not have 
U) j)reeede, and prepan*. the way for, the full policy of abolition. 

The niunlx'T of stnud traders is given at 22,194 licences (19,249 
boys, 2,915 girls, under JO) during 1998 in England and Wales, 
exclusive of London, where badges for 13,873 boys and 1,000 
girls were issued. Th(iS(\ however, do not cover the full number, 
siijct' some towns do not is.sue, and an appreciable number of 
eiiildren do not tak(', out, licences— such, lor instance, as those 
hoys who Ik'I]) the regular sellers at busy times, or those w^ho 
take it up temporarily during periods of family distress. A very 
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large proportion of the licensed sellers arc under 14 — something 
like three-quarters in London and three-fifths elsewhere. Some 
boys in newspaper selling are employed by newsagents : but mostly 
“they sell not as employed agents but as principals, often employ- 
ing younger lads themselves, and their receipts arc in the form 
of profits and not of wages.** Normal earnings would appear to 
vary from os. to 6s. up to 8s. or 10s. jxir week ; but maybe as 
much as 20s. or as little as Is. or Is. 6d. Besides the sale of 
newspapers, other forms of street trading are the sale of matches 
and flowers, the fonruT being a cloak for begging, and the 
delivery of goods, esiK^cially milk and new^spapers, which is* 
accompanied by an oc(‘asional sale. “Shoe-blacking appears to 
be a declining industry.** / 

The (V)mmittec‘ speaks forcibly, hut justly, of thb evils of the 
system. It ex])os(.‘S the youthful trader to many moral evils 
and to the habits of the gutter. “If a match-sollcr ]i(‘ is likely 
to become a beggar, if a newspaper seller a gamblc'r** • and on 
the lattcT point the evidence is very strong; and with gjrls an 
unquestionable danger to morals in the na7To\V(T sens(‘- must b(' 
added. Kurlher, there is th(‘ physical (lajigei* to health from 
exposure to inclement weatbc'r, modifu'd in some case's by the 
advantage's of an open-air lile.. Htreet trading also breeds a 
restless disposition and dislike of restraint, and though the rnajonty 
of street traders are still at school, and niany take up other work 
on leaving, yet there is a considerable margin who do not do so. 
]<*inally, the money, often e^asily oariu'd, is as easily spent on 
sweets and amusements, if not on gambling; in only a minority 
of cases is it taken home. The Minority, how^ever, urge, and back 
th(iir opinion by considerable evidence, that this is far monj 
frequently done' than the Majority sup]>ose, and '"jmrtictl lari y in 
])eriodsof temporary misfortune. The Majority, however, propose 
to m(H)t hardships in individual cases by the provision of machinery 
for finding alternative emidoyiiK'nts. As regards the labour 
market, it is probable that the penny papersr would be little, if at 
all , affected by abolition, whilst the halfpenny ones probably would. 
Little inconv(‘nienc(', how^ever, would be caused to the public : 
and “it appears to us economically unjustifiable to use children 
to their own detriment for work that can be done by other means.** 
To deal with the matter, the Majority propose prohibition of 
street trading for boys under 17 and girls up to 18 or even 21. In 
the former case 17 is a better age than 16, preventing, as is 
pointed out, the boys discharged from industrial schools at 16 
from “falling again into casual habits.’’ They think that by 
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organisation alternative employments is feasible, owing to 
the frequent shortage of unskilled boy labour, and even the job of 
the errand-boy or van-boy order would be better than this. In 
the writer’s judgment, the Majority takes a more favourable view 
of the matter than the evidence jiiite warrants, and the evidence 
itself gives, perhaps, an unduly favourable view. In any case, 
an organisation wo^'kod by the Local Education Authoi'itios in 
conjunction with the Labour Exchanges should assist ihe dis- 
placed children to alternative employments. Such a )x)wer the 
Scotch School Boards already ]m:)sscss. Idu'y shuind also be 
♦responsible for llu' administration of the Act, workiiig in clos'^ 
touch wile the }^)lico authorities. Olfences should be trii^d in 
the Childn/rs Court, aid the s^*alc of })enalties undcT tiie 
C’hihlreirs Aet (1908) sliould b('> nwised. 

Thc! best <*ritu‘ism of these proposals is, |x rhaps, tlie statement 
of poljry put forward hy tlu' Mmojity, who fully etulorsc their 
strictures as to the v^vils of street trading, espc'cially in rcrtiiin 
forms. ^I'hey jmint out, ho\v(‘ver, that the failure to enforce', the 
existing Act on the part of local authority's slujiild (mtail 
caution in (‘stablishing more stringent measun'.s. In this there 
IS mii(‘h truth, and they also [)oint to tlie heuc'fits produced by 
the [uesent Ac‘t. Jhit they urge caution on several grounds; first, 
thal strecd traders arc recruited from the poorest and worst homes, 
and, therefore, at a dilficulty in competition for other employment ; 
and, s(‘C()ndly , that th(' ('arniiigs of street traders do in many cases 
go to the snpiK)rt of the home. F#r the lattiT contention they 
produce considc'rahhj (‘vidence ; and, thirdly, tiny urge that if 
the }mihibition resulted in tlu*. substitution of homcj work for 
str(‘(‘t trading, it would be a positive disadvantage, hhnally, they 
do not rind any special evils a.tbaching to many forms of Htr(!(‘t 
trading apart from newspaper and mat cli-sching. Tliey propos(‘, 
thor(‘fore, further ]X)wx‘ts for Local Auth‘>ri1;ies to deal with street 
trading by boys, chiefly in conn^'ction with newspapers, including 
})owcr to prohibit iUiip to 18 where other suitable (imployincnt is 
available, and power to withdraw' a licence which is not being 
used to any good puiposc. For otlier classes of street trading 
regulation is adequate. The licensing system should be extended 
to all Urban Authorities, who .should bo compelled to appoint 
Ruffjcieiit supervisory offieers, and girls under 18 should be pro- 
hibited from trading in the streets, with a reservation for further 
enquiry into th(‘ c*ase of costennongcirs. 

Both reports appear to make valuable suggestions and to deal 
with the matter on sound and reasonable line^ : but on the whole 
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the Minority do not undermine the main arguments of the 
Majority, though they show the need of caution and perhaps of 
delay. Indeed, their argument as to the absence of alternative 
employments apf)ears to give grounds for urging the latter as 
regards comi)lctc and total prohibition. But it is to this that 
effort must finally temd : and in the immediate future two lines of 
}>olicy could ho adopt(jd (utluir consecutively or together. One is 
the compl(‘.t(^ and compulsory enforcement in all urban districts of 
bye-laws of tlu^ Manch(‘ster standard. The other is the prohibition 
of newspaper selling ordy, as being the form of street trading that 
disf)1ays all tlu' worst defects of th(i system, whilst lacing many 
of its ;Mlvantag(\s. Afterwards other forms could be (k'alt with in 
d(‘,tail and far more easily, uThen this, the largest and worst, is 
rejnovcid. Furtli(iJ\ tlic^ro is a strong case for prohibiting any such 
trading by childrcui of school ago, and th(-. final goal will be 
comjilete prohib ition . 

N. B. Dearle 


Itrports on fhc Effects of Eniploy}nent or Assistance given to the 
Unentjtloyed since 1880 as a means of relieving Distress 
outside the Poor Lair - in Scotland. By the Eev. J. G. 
I^iUNOLE. (G'd. 5,073—1910.) And in Ireland. By Mr. 
Gvril Jacuson. (Gd. 1,890—1909.) (Boyal Commission 
on the Poor Jjoavs and Belief of Distr(‘nss, Appendix Volumes 
XIX. A. and B. P]). 205-32. Price 3s. Od. and Is. lOd. 
respectively.) 

Teiesic two volumes are a supplement to the systematic and 
exha.ustiv('. treatnu'nt of this side of the Unemployed Problem as 
it affects England, which the. authors have already given us.^ 
In dealing with Scotland and Ireland they have acted sej>aratcly, 
each b(‘ing entindy responsible for a single country. The lines 
of investigation, howawcT, have been similar to those followed in 
the report on England. It will, therefore, sufficient to notice 
points of spi^cial interest in these later i-eports, more particularly 
those which illustrate the differences betwc^eii the countries. On 
the whole, there, is a marked similarity, but there arc also appre- 
ciable divergencies, which are most marked in the case of Ireland. 

The Act has bei n very little adopted in that country, having 
been almost Jrorn the first regarded with suspicion. This no 
doubt accounts for the brevity of Mr. Jackson’s report. An 
ap))re(*iable measure of relief has heim given, however, in the 
^ Noticed in Uie Economic Journal, Vol. XX. 



493 


1910] BEPOETS ON THE EFFECTS OF EMPLOYMENT 

rural districts of the West, Taking the country as ‘a whole, 
find an excessive number of old men in the population — Dublin 
being an exception— -together with a proportion of unemploy- 
ment among young men at least equal to that in England. 
In Dublin and Galway it is considerably higher than in liondon, 
and in Drogheda almost the same. This is partly accounted for 
l)y the preference given for applicants with a number of dc'pendent 
children, who would normally be betw^een 25 and 40. Still, “in 
Dublin young men are very nuicb unemployed, and while there 
is undoubtedly a demand for farm labour Jii rural Irvdand, there 
^re a n'miber of able-bodied men in tiie capital who do not do 
rural woi\ and do not emigrate.’* As in England, ap[>licunts 
apjxjar to ht\ye been mainly those who were always out in ilu^ 
winter. too, is beginning to experieuct' the boy-labour 

problem. An (',xc(‘pt ion ally large number of cx-soldi(‘.rs are found 
among th(^ applicants, of whom casual labourers, as in Fhiglaiid, 
form the bulk. Tli^^ large proportion of general labouna-s in 
Belfast (830 out oi 9*28) suggests that the loital industrh'.s, taking 
one year with anotl'KT, anj failing to absorb tla populatioji. 

Of tlu^ towns only Cork and fkdfast (1905-0) and Droghiala 
(1900 -7) adoptt‘d the Act. I'he Du})lin Cor]:K)ration refused to 
do so; Oiiid a ( 'ommittec of the [Philanthropic Eeform Association, 
which corresponds io the Knglisli Cliarity Organisation Socicity, 
supported by tlu‘ Jjord Mayor, undertook the work. Its most 
irih‘j'i\sting results were an attempt to move fa,rnili(‘s to more 
suitable pla(*es, and it expressed the; opinion that there is “no 
need fcjr a labour exchange in Dublin,” as adequate*, means of 
e'ennmimication ab'e^aely exist. As in England, the*, Distre'ss Coni- 
mithies had to feel their way, and this led to very slipshod mcthe)ds 
in the first instance, but considerable improvememt was manife^sted 
later. This suggests that some of the evils, nrge*d with so 
much reason against telief works, will tend to disappear with 
the growth of eX{)e'.rienco. Eural Distress Gommittees have 
shown considerable ^activity, me)re particularly in the famine 
districts. Corporation relief w^f)rk has bc'cn considerable, and 
sometimes on sound lines. Belfast, for instance, “does some- 
thing to relieve the annual winter depression by arranging . . . 
some of its ordinary work at an inconvenient season.” Trade 
Unionism is very strong in Ireland, and “labomers seem 
exceptionally well organised” : but low wages render it difficult 
to pay contributions on the English scale. 

The Act has not been in op(ration sufficiently long to allow a 
complete estimate of its effects ; but it would^ appear that there 
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is a danger that annual relief works will further deplete the 
country districts by adding to the attraction^ of Dublin. On the 
other hand, “the expenditure of the relief money in the country 
districts has been a wise arrangement on many grounds/’ and 
more particularly as tending, if only to a slight extent, to check 
the rural depopulation. “The grant made to Ireland has been 
spent to better advantage in the country districts.” On the whole, 
however, Ireland has “a smaller proportion of genuine workers 
unemployed than England, which has more acute trade depres- 
sions and larger industrial populations”; but the depression of 
1908-9 was probably more acute, though of shorter duratj^^ii. 

In Scotland, on the other hand, the conditions s];ow a far 
closer resemblance to those obtaining in England, |:ut some of 
the problems of unemployment have not rcaclu^d so a/-ute a phase. 
The rei>ort opens with a most suggestive resume of past trade 
depressions and a very interesting treatment of th(‘ causers of 
distre^ss during their continuance. As m Enghind, “the rosoiir('e:> 
of a number of people were known to be reduced lo a mlninium, 
althougl) it is j)ossiblc that their resources wer(‘ little* if ai all 
greater in other years.” Comparing the tal)les in the Aj),»»endix 
with the returns for later yc^ars in the Labotir Gazette, it would 
appear that the enginc'cring and shipbuilding trades experiences 
more acute depressions than in England, wdiilst seasonal influ- 
ences in the building trad(*-s are obviously more severe. The 
Edinburgh figures temd to show that “the skilled man only applies 
when age has weakened hii? hold upon the market, the giuu'ral 
labourer applies young because then he is most useless ” ; but the* 
Dunfermline returns do not bear this out. It should be rcuiuirn- 
bered, how^over, that the skilled applicants incliuk^ many who 
are not properly trained ; and the whole of Mr. J/i:ingle’s treat- 
ment of the ages of the unemployed will repay study. 

Perhaps two of the most obvious evils of modern industry in 
England are boy-labour and an over-supply of unskilled Avorkers. 
In both these matters Scotland seems to be more favour- 
ably situated. Several towns returned the answer, “no boy- 
labour,” and some that there was no congestion of unskilled 
labour ; but in other cases the conditions are much as in England, 
and from incidental references it would appear that the siui])1y 
of labour is on the whole more than adequate to the demajid. 
Boys have slightly encroached on adult male labour in some 
industries, but in others the proportion has declined. 

The report, owing mainly to the greater w^ealth of rnattu’ial, 
is longer than that of Mr. Jackson, and is clearly and ably 
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written : and not the least of its merits is the rt'tS'wrrte of informa- 
tion from different towns w'th which the various parts of the report 
are illustrated. Both investigators indeed have done their work 
thoroughly and well. 

N. B. Deakle 


Enquetc sur la iiifuatio7i hygit^ique dcs 'hahiiatiom ourrihes dans 
la commune de lierstah By Pbofebsor Ekni.st Maiiaim. 
(Liege : Imp. Liegeoise. 1910. 1. Vol. 8. Pp. 2'IJ.) 

It is well known that in Belg-ain “Patronage Coimnittiecs 
(Comifes ih: jmtTonagv) have been organised for the purpose of 
advising the public authorities on all matters touching the housing 
of th(i wairking classics. The work of theses L'oinjiiitti'.es is de- 
scribed by Mr. B. S. Bowoitree in his n cent hook.^ Professor 
Mahaim has dratni up tlu^ n port presented to the Iji^*ge Com- 
mittee on the rvoults of a minute investigation undertaken at 
llerstal, a large; uidustrial eoinmime with 20,000 inhabitants, 
near Liege. The investigation covered l,9J J hous(;s, including 
2,095 families and 8,991 persons, that is to say, almost one-half 
of the dwellings, families and inhabitants of tlu' commune. Thus 
the whole of the wanking-class jxipulation came under observa- 
tion. Oik; (oiild not wish for more information on each dwelling 
than that offenal in the ten (‘haj)t(;rs of tlie inquiry. Idle hygienic 
condition of the places where the houses an; situatixl, their nda- 
tions with surrounding buildings, the people occupying th(im, and 
the; nianiu'r in which they use* thear dwellings, (;(;onomic condi- 
tions, the state of repair, orderliness and cleanliness of the dwell- 
ings, natural lighting, ventilation, water su])ply, drainage, are 
studied successively in great dcdail. TIk; results are in eacli case 
summaris(‘d in numerous statistical tables, and wo note the care 
wdth which the author gives the mean, mode, median, and quar- 
tiles for each frequency series. * 

In Belgium, as in England, each house is usually 
inhabited by only one family. Jlorstal forms no excep- 
tion to this rule, since there are there 2,095 faniilic^s for 1,914 
housf^s. The overcrowding is not excessive, the average dwelling 
consisting of three rooms, occ-upied by an average of 4*43 persons. 
Prom the economic; }xjint of view also, the situation is, generally 
speaking, not bad, since the rent represents on an average only 
9‘27 per cent, of the income. But there am hero, as ewerywhere, 

^ Reviewed in tlie jjroseut number of the Ec onomic JouuNAL.—En. 
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very regrettable extreme cases; bedrooms occupied by twelve 
persons, disorderly beds composed only of dirty rags, on which 
five or six persons sleep higgledy-piggledy, where the air space 
is as low as two cubic metros for each pc^rson, and where the 
promiscuity of the sexes is revolting. The author complains also 
of defects in ventilation, and of the bad condition of the sanitary 
accommodation. A variety of photographs (forty in number) 
show us many of tlie horrors, and some splendid examples of 
houses well kept and well built. 

The object of the investigation was not merely descriptive ; 
it drew the attention of the Burgermaster, who has charge of 
matters of public health, to conditions calling for his intervention, 
and the appendices show the practical results of the Patronage 
Committee’s investigations. 

1’wo points in particailar will attract the att(‘ntion of thc^ Eng- 
lish reader. These are the large number of \voi'kmen possessing 
their own houses (376), aiul tlu^ advice gi\(‘n by tin*, anther to 
the authorities respecting the, future of the commune. ’FIuto,, 
also, the question of town-planning is occupying close atlenlion. 


Obituary. 

William Graham Sumner. 

^riiB elements of economic exc(d](>nc(‘ wme always present in 
an abmidant measure, though tlu^y were' not always mixed in tlie 
sanies proportioJis, in the work of the distinguished writi‘r jind 
teaclKU’ lately lost to AiiKU-ica. Prolessor Suiijner was perhaps 
best known in this country by his fearless use of abstract reason- 
ing ill combating the cruder forms of Prot(‘etionisT7i., Bi:t tluTo 
could not be said ot him, with iwcm a show of justice', what used to 
be said of (.^^obdem, that lu^ was a man of oiu' idea. was just as 
much an historian as a theorist. We should not be far wrong 
in describing him as having practised what Mill understood as 
the “historical method,” imjdying the explanation of past events 
by general reasoning. Certainly Sumner’s earlier historical 
works, notably his “History of I^rotection” (1877) and his 
“History of Americ'an Currency” (1874), are heavily charged 
with economic diali'ctics. Later the historical element seems 
to have preponderated. Thi', vi'-teran economist devoted himself 
to the study of manners and customs, what ho comiirehcnsively 
called “mores/* Such is the subject-matter of Folkway the 
fruit of many years’ research, which he published in 1907. 
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Some moralists may think that too much is assigned to institu-* 
tions, too little to general principles, when the author concludes 
that ‘^the mores can nuke anything right and prevent r'()iulemna- 
tion of anything.’’ We may sav, at least, that \hv iuthor is not 
open to the imputation — sornetimes hrou^lU against the abstract 
school of economists — of ignonne the vari(*ty an<i c(un[)l(^\jty of 
human natur(\ InOetd, “bis so-cailt‘d dogmatism was a m}^h.*’ 
We quote these words from one of the many tr«huit‘.. which have 
been paid to tlu* memory of Professor Sumner iiy liis f‘olleagues 
and pupils. During his long tcaiure <d‘ the Chair of Political and 
Social Science at Yale UniversiP —lOr thirty-seven years — he 
cxerc'isc'd a conmmndiDg infliieri(*e over his generation. As a 
teacher he jx)ssess(Hl the i!iagi('al jiowcu* of (^xeitir*g inten\si in his 
subj(‘et. ]\\>t t.ho least of the obi’.galions wliieb lie haj conferred on 
economist.y voises from Ins having induced young men of superior 
ability to adopt tli<‘ earicr of Kconojiiics. 


CuRRKXT Topics. 

Tiik Board of Trade unemployment eliart contimu^s to reflect 
the gradual improviaiuint that ijas been taking place in trade 
conditions during the present year. Since the end of .lanuary 
the per('entag(^ of unemployed . as dmlt with in tlie returns on 
which the chart is liased. (b^clined sh^adily till th(i end of June 
from 0’7 to d'7, and a very sliglit upward mov(*in(‘nt in duly to 
‘3 S probably tinds its chief exjilanation in normal seasonal causes. 
At the end of. duly the figure was nearly a point 1 (\sr than the 
mean of the yt'ars 10(K) 9, and four points less than that for 
the same montli in both 190S and 1909, in each of which years 
the maximum for July in the last ten years was recorded. 


Changes in rates of wages recorded ndlect the same improve- 
ment. The aggregate weekly increase from January to July is 
not iafge. amounting to only .£4,475 per week, but in the corre- 
sponding inonlliB for 1909 there was an aggregate decrease exceed- 
ing £68,000 per week. Jn that year, moreover, in eleven out of 
fourteen gioups of trade decrea.ses were recorded as contrasted 
with the small but unbroken series of increases now shown for 
the first seven months of 1910. 

No 79. — von. xx 
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The general figures of Trade Union membership at the end 
of 1909 have now been published, and show a total of 2,347,461, 
With the exception of the two preceding years, when trade de- 
pression caused a slight falling away, the above total is the highest 
recorded and, with the exceptions mentioned, exceeds by more 
than ten per cent, any earlier figure. During 1909 the largest 
percentage decreases were shown in the building trades, the 
wood-working and furnishing trades, and railway and other trans- 
port services. The maximum decline in membership of 8*2 was 
shown in the building trades, a group of trades in which the 
numbers have been falling continuously for nine years. Th(? 
decline in the decade 1900-9 is a little over 35 per cent., the 
numbers having fallen from something over a quarter of a million 
to 163,027. The strong numerical position in the mining and 
quarrying and the textile groups has been maintained, and almost 
maintained in the metal, engineering and shipbuilding trades 


No industrial dispute of great extent has (Sept. 1) occurreo 
during the last few months in this country, but in ont; or tvvo 
instances those which have taken place have attracted considerable 
attention, and there are signs, due to various causes, partly to 
cleavage iu matters of political opinion, occasionally, as among 
the South Wales miners, to strained relationships with non- 
unionists, and probably in most cases accentuated by the Osbonie 
judgment, rendering Trade Union levies for pf)litical purposes 
illegal, of some unsettlement in the Trade Union and Labour 
world. 

A DISPUTE on the North-Eastern Kailway, lasting only five 
days and affecting only some 5,000 men, has been the most con- 
spicuous recent instance of labour unrest. The occasion of this 
dispute — the transfer of a head shunter from one position to 
another — was only its partial cause, but the marked features of 
the sudden cessation of work that ensued have been its spontaneity 
and its irresponsibility, while the feature of the sudden resumption 
of work has been the powder which it illustrated of determined 
official leadership. The speedy settlement was due, however, not 
only to the action taken by the Secretary and Executive of the 
Amalgamated Society of Eailway Servants in repudiating the 
behaviour of the North-Eastern men and refusing strike pay, 
but also to the conciliatory attitude of the Company ; and thus a 
spasmodic moveoient that cannot but tend to weaken the principle 
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of collective bargainiag, and that on the side of the employees 
threw obligations, both direct and indirect, to the winds, ended 
by illustrating the poorer of a strong organisation to recover a 
section of its members from a false position into which they had 
blundered. 

A DISPUTK amoug the stevedores of Newport (Mon.), turning 
on a proposal to .substitute day rates for piece work when 
general cargo was being handled, and nominally ending in a 
decision that the method of payment chosen, should oe at the 
option of the employer, raised in m ncceiitrated form the 
vexed question of the relationship of “free” and Union labour. 
Police protection of the former that has been employed by one 
firm has been necessary both for labour ir iported and for occasional 
local labour that it has b»ien possible to secure, and at times this 
protection has been inadequate. Thus, although the dispute was 
supposed to have been tmded many weeks })reviously, sentences 
and fines, with ulteraatives of twa> and one mo^ tiis’ imprisonment 
with hard labour, w^ere passed towards the end of August in the 
Newpv)rt Court for assaults on a local labourer employed on a 
task which the organised labour of the port was still refusing to 
undertake. 

The interesting Canadian Industrial Disputes Act of 1907, 
which, although riarrow^er in its scope, represents roughly a com- 
promise between the compulsory sy^ems of New Zealand and 
Western Australia and the voluntary system of this country, has 
been amended mainly with the object of facilitating and cheapen- 
ing in certain cases recourse to the Act, and thus the appointment 
under it of its Boards of Conciliation and Investigation in the 
case of disputes that cannot be otherwise settled. 


In connection with the new^ n^itional system of Labour Ex- 
changes, the question t)f juvenile (imployment has been attracting 
considerable attention, and perhaps no question connected with 
the Exchanges more thoroughly deserves it, since the mechanical 
placing of juvenile labour in accordance wdth the chances of a 
thoughtless and often inconsiderate demand might tend to swell 
the numbers of the half-trained and the inefficient, and thus to 
perpetuate that very discontinuity of employment which the 
Exchanges are, it is hoped, destined to lessen. The chief 
administrative i)oint under discussion has been as to the appro- 
priate respective spheres of the Boards of Trade hnd of Education 

L T, 2 
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in this matter. Identified with the latter are much knowledge of 
the children, and in many districts an active interest in the 
industrial future of those who are leaving the schools. In the 
hands of the former arc the new national machinery for directing 
labour into channels in which it is required, and an increasingly 
expert knowledge of th(‘. industrial 023portunities that are offering 
and likely to offer. It would thus appear to be a clear case in 
which, for the interest of all concerned, the co-ordination of all 
the experience, sympathy, machinery and administrative efficiency 
that are available^ is (.\ss(uitial. In London itself an important 
step in this direction has been taken, and an Advisory Committee’ 
for Juvenile Employment in connection with the Exchanges has 
been a}>|K)intcd, which includes six members appointed by the 
London County C<)uncjl, as the local education outhoiity. 


About 105 Labour i^ixchanges are mm open throughout the 
country, and the returns issued for the (uid of July refer to 103 
of these. At that date there 'wore 73, (>01 applications on the 
register of thosc^ seeking ^Tnployiuent, who have', either n'gistered 
or renewed their application within thci precetling seven days. Of 
these 51,33‘J were Ihosi', of men and 10, (>97 ot women. Of the 
total of what may he c.alled live afiplications 22,083 were on the 
various London registers. Vacancies notified by employers during 
July numbered 39,746, and the vaeaiuhes tilled 33,813’, thus 
repnisenting no fewer than' 85 per cent, of those notified. 


The regulations reccuitly issued by the Board of Trade for the 
formation of a Trader T^oard for the Keadymade and Wholesale 
Bes^xike Tailoring 'l^rado of Grreat Britain provide for a Board 
consisting of not less than 13 or more than 17 members represent- 
ing omfiloyers and employed respectively, and not less than three 
(including the Chairman and 'Deputy Chairman) or more than 
five appointed directly by the Board of Tntde, without, as in the 
other classes of members, any nomination by either employers or 
workers. The full J3oard will thus consist of not less than 29 
or more than 37 members. In order to ensure as far as practic- 
able the territorial representation of employers, the country has 
been divided into sevcui large areas — Scotland, for instance, is 
^to furnish two employer members of the new Board, and Lan- 
cashire, with nine more or less adjacent other counties, one 
member. District Trade Committees, regulations for which have 
now been issued, will doubtless be formed as provided by the 
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Trade Boards Act . but the task of the new Board when formed 
will, in spite of any asbi^tance which it may thus obtain, and 
perhaps to some extern in consequence of it, ru'cessarily be one 
of great complexity and delicacy. Among the members represent- 
ing workers due regard ‘s to be paid to the propivr representation 
of home workers, but the abortive rccommendatio!i of the recent 
Parliamentary Committee that vrage scales should refer exclu- 
sively to this class is, of course, abandoned. A new Federation 
of various Trade rnions in the clothing trades has, it may be 
noted, been recently formed. 


The upward rnovruuiil in the. value of money, as tv?stcd 
by rates for loans and diseounts in ]jond)jn-d Street, has 
begun unnsually early this year, seveial ein'Uiristanee.s having 
combined to make those who work oa boi rowed credit par- 
ticularly cautious and inelined to keep their <*on\rnitnients within 
moderate bonmls. Hie stale of aftairs in llie United Btatos 
was, perhaps, tlu' most [lotent of thes(' infliuoices, for there the 
banks have Ix'en for some time taking eiKugetic measures to 
increase tlieir cash resources and cal) in loans, with a vi(‘W" to 
possible firossiirt' when the time came to move the crops and 
provide for the currency for their harvessling and transport. At 
the same tiriK*, tlie American banks rcceiviMl a strong hint from 
the Comptroller of the (hirrency to th(‘ (‘fl'cet that it would be 
advisable for tliein to form th(*mselV(‘s into associations for the 
issue of emergt'iicy currency under the Aldrich-Vreeland Law, bo 
that all the machinery might be ready in the event of inamvenient 
demands. This was a very plain indication of dangerous possi- 
bilities in tlie fxisiiion, and thorgh reassuring statements were 
at the same time circulat'd, in order to allay apprehension and 
to make it appi^ar that the Comptroller’s hint liad been merely 
a matter of jirei'antion, it was •inevitably inferred that people 
do not publicly advi.^e? the preparation of tlie fire-imgine unless 
they think that tin' is possible. At home, though the Govern- 
ments financial fxisition is now more normal, the money market 
is still affected by the recent dislocation of the relations between 
the tax-gatherer and his victims; the balances in the Exchequer 
are still unusually high, and consequently the public deposits 
shown in the Bank of England’s weekly return are (at the end 
of August) 8 millions above their level at the corresponding 
period of last year, while the other deposits, which include the 
bankers’ balances, show a decrease of nearly 5} millions. Hence 
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it followed that the money which bankers had available to lend 
to bill brokers was less to this extent, and the bill brokers were 
consequently apprehensive that money might become “tight’" 
at an unusually early period, and so were very shy of committing 
themselves by buying bills at low rates. Egypt, which always 
takes sovereigns from London in the autumn months to finance 
the movement of its cotton crop, is expected this year to be both 
early and extensive in its demand for gold ; a small amount has 
already been taken, and it is more than probable that by the 
time these lines are in print, the Egyptian drain will have begun 
in earnest. India' is also likely to want gold, whether in India, 
or in London, or in both places, as backing for the extended 
circulation required by its active trade. Later on will come 
demands from Argentina and Brazil, while Continental countries 
seem to be as insatiable as ever whenever they get a chance of 
acquiring a little of the coveted metal. 


Adverse influences have combined to make the Stock 
Exchange idle and listless, with a tendency to a lower level 
of prices. Some theoretical observers have contended that the 
basic reason for tlie movement was the rapid increase in 
the gold .su}:)ply and the consequent rise in the price 
of (or rate on) capital along with other commodities. The 
problems involved by this contention are too vast to be discussed 
here, and there are other more obvious reasons that fully account 
for the fall in securities. Chief among these are the state of 
affairs in America, the very rapid creation of new securities in the 
first half of the year, and the after-effects of the extraordinary 
outburst of speculation in rubber shares that marked its early 
months. * 

Affairs in the United States have entangled themselves 
into an inextricable knot of pneertain possibilities, most of 
which are regarded by Wall Street with ^more or less appre- 
hension. In the political sphere there is the disorganisation 
of the Kepublican party, hitherto the champion — as far as 
it dared to be so — of the vested interests and great aggrega- 
tions of capital, which furnished it with material support; 
and the growing restiveness of public opinion on the subject of 
the tyranny of these interests, which makes politicians of all 
parties inclined to gain popular approval by attacking them. An 
Act giving fresh and more far-reaching powers to the Inter-State 
Commerce Commij^sion to regulate the rates charged by railroads 
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was a great blow to the I.ew York stock market, und came just 
in time to prevent the railroads from financing themselves by 
sales of huge blocks of securities to the Paris Bourse. Then came 
doubts about the cereal and cotton crops — doubts which are not 
settled at the time of writing — and President Taft's pronounce- 
ment in favour of tariff revision, which means a period of uncer- 
tainty in business and slackness in trade ; but a deeper cause of 
financial distress in America is the country’s relatively adverse trade 
balance which, b(nng a debtor country, it cannot afford, and can 
only meet by more borrowing, or sales of securities abroad, and by 
exporting gold to fill the commeuial gap. Individual ex- 
travagance has reached a pitch ct which the number of automo- 
biles bought by those wlio cannot afford them on borrowed money 
has had a serious effect in straining the credit machinery of the 
country, and is one of the causes of the monetary precautions 
already referred to. 

A fall in Con.<)ls in the middle of August to the 

lowest level touched since ihcir conversion by Lord Goschen, 
has merely marked a further milestone on a road that Consols 
hare been travelling since 1897. High taxation, high living 
and the discovery that many securities besides “trustee 
stocks” have reasonable solidity, have brought a new fashion 
into investment, which is now" all in favour of scientific 
distribution of risks, and a wide horizon in selection. 
Probably enough, the new departure wull be carried too far some 
day, but at present investors conttnue to increase their incomes 
by realising home securities, of wdiich Consols are the dearest and 
so the most obvious for sale, and going abroad for a higher yield. 
The great multiplication of new securities in the first half of the 
year quicktmed the process, and the many millions which an 
excited public poured into rubber shares, many of which are now 
unmarketable, had the same effect. The rubber market has now 
been bringing in its first crop, of disillusionment, of which, it is 
to be feared, there ts plenty more to follow-, but the well-managed 
and well-financed companies must be earning handsome profits 
even at the lower price of the product. A striking example of 
the present unpopularity of home investments was afforded by 
the failure of Horae Railway stocks to respond to satisfactory 
earnings and dividends for the first half of the year, announced 
during August. 

In view of the intention announced by the Government to 
revise next year the whole system of Exchequer contributions to 
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local authorities, the Association of Municipal Corporations has 
issued an important memorandum on behalf of the boroughs. 
Before 1888 the grants in aid fwore appropriated to specific 
purposes. By the system of assigned revenues, introduced in 
1888, the contribution of the Exchequer to local services depends 
upon the produce of certain taxes. Th(‘S(' contributions, 
therefore, have no longer any direct ndation to the local expendi- 
ture on the service aided. It was anticipated that the yield of 
the assigned njvennes would grow, and this anticipation has to 
some degn^e been lealised. But the expenditure of the local 
authority's upon tin; aid<'d services has grown at a greater Tate 
than the yi('ld of the assigned revenues. At the same time the 
cost of tlu^ other service's carried on by local authorities has also 
increased under tlu' operation of the same causes. Th(^ Associa- 
tion attrib?ites this incrc'ase to tl](' growth of population 
legislation c.onferring new duties and powers up:)u autlioi ities, 
and the incrt'asc'd (‘fticiency of services. The result has been that, 
between 1890-91 and 1906-7, ('Xpenditure has increased by 125 
per cent., and the amount of rates raised f>y 114 }>or cent., while 
the rateable^ value has only ine!vas<'d by 88 fK'i* cent. Tlv' 
memorandum giv('n begitis Ut show llu' consc'qiu'ut increase m 
rates jku’ pound tliroughout England and Wales. Appended 
to the stateiiu'ni is a niurn sliowing for the yc^rs 1892 
and 1908 how far in 52 boroughs the growth of the assigned 
revenues ke})t j>;ic(' with the onerous expenditure of the boroughs, 
excluding that on education. According to these figures, the net 
expenditure of this class has increased by 85 per cent., while the 
receipts from the assigned revenues have only increased 
18 per cent. 

Amono the English contributors of s[)ecial papers to the 
International Conference on Unemployment, which is to be held 
in Paris, September 18-21, are Mr. A. C. Pigou, Professor of 
Political Economy at Cambridge, Mr. W. H. Beveridge, Director 
of Labour Exchanges, and Mr. N, B. Deaile, Fellow of All 
Soul’s College, Oxford. 

Mr. James Eadie Todd has been appointed Lecturer jn 
Economic History at the University of Edinburgh, succeeding 
Mr. George Unwin. After a brilliant career at the University 
of Edinburgh, Mr. Todd became an Honorary Exhibitioner of 
Balliol College, and took First Class Honours in the Final School 
of Modern History at Oxford. 
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Mb. C. F. Bickbrdike has been appointed Lecturer on 
Economics and Commerce at the University of Manchester. Mr. 
Bickerdike is the author of two important articles in the 
Economic Journal on The Taxation of Site Values, 1892, and 
on The Theory of Incipient Taxes, 1896 (commented on in the 
Economic Jouenai, for 1898 (p. 392). In virtue of the latter 
article there may be ascribed to Mr. Bickerdike the singular 
distinction of having said something new about Protection 



RECENT PERIODICALS AND NEW BOOKS. 

The Economic Review. 

Land Tenure and Political Development. Eev. F. W. Bussell. 
German and Austrian Municipal Enterprise. Rev. E. A. 
Glenday. Social Conditions and the Principles of 1834. Euth 
Kenyon. Marginal Productivity. J. A. Hobson. An answer 
to criticism. 

Journal of the Statistical Society. 

May. The General Election of January^ 1910. R. Eosenbaum. The 
Correlation of Death Rates. K. Pearson and Alice Lee. 

June. The Statistics of Wages in the Nineteenth Century. Part 
XIX. The Cotton Industry. Sect. V. Taking a wider range 
than in former Papers of the series, the writer considers changes 
in the structure of the industry, Factory Legislation, Collective 
Bargaining, and other circumstances afiecting progress. 

July. Suggested Lines of Advance in English Vital Statistics. 
T. H. C. Stevenson. 

The Nineteenth Century. 

August, 1910. Irish Ideas on Rural Reconstruction. CoL. Henry 
P iLKiNGTON (Patrick Perterras). A glowing picture of the 
benefits to rural life which may be expected from the Plunkett 
House.” 


The National Review. 

August, 1910. State Tenants in Being: An Experiment. Gilbert 
Parker. The experience recorded in the Eeport of j)he Board 
of Agriculture, Cd. 5180, is interpreted. 

The Socialist* Review. 

August, 1910. The Municipalisation of Music-lialls is advocated by 
P. P. Howe. The Science of Banking. An Associate of the 
Institute of Bankers. “The costly company system of man- 
agement,” “the failure of the State to socialise land and bank- 
ing,” are condemned. 

The Quarterly Journal of Economics (Boston). 

The Separation of State and Local Revenues. Charles J. Bullock. 
The advantages claimed for the plan are riddled with criticisms. 
The Subjective Element in the First Principles of Taxation. 
F. Y. Edgeworth. A supplement to articles in the Economic 
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Joubnal; with reference to Prof. Sehgman’s criticisms. Control 
of Railroad Accounts in leading European Countries, A. M. 
Sakolski. Small Holdings and Agricultural Co-operation in 
England. C. E. Fay. A description and forecast. Present 
Work and Present Wages. J. 6. Thompson. A criticism of 
Prof. Taussig’s theories. 

Political Science Quarterly (New York). 

The Income-tax Amendment. E. E. A. S^.ltgman The pending 
constitutional amendment is not only politically innocuous but 
also economically sound. Economic Aspects of the French 
Revolution. E. M Sait. “Up to the present no thoroughly 
sound history of the French Ee\ elution Aas appeared.” The 
writer hopes better things from the Collection des documents 
inedits surlliisioirc cconomique de la revolution frangaise, which 
is in course of publication. 

The Tale Review. 

May, 1910. A tribute to the m(‘mory of the late Professor Sumner 
is paid by several distinguished colleagues or pupils. The 
Holding Coryoration. M. H. Eobinson, 

Jouinal of Political Economy (C;hicago). 

Mai, 1910. The Prices of American Stocks, 1890-1909. Wesley 
C. Mitchell. An index-number calculated to indicate the rela- 
tions between prices and business property. 

July The Prices of Preferred and Common Stocks, 1890-1909. 
W. C. Mitchell. A sequel to the article in the May number. 

American Academy of Political Science (Philadelphia). 

May, 1910. This number is devoted to Stocks and the Stock- 
Market. 


Journal de.s Economistes (Paris). 

June., La separation du capital et du travail dans la production, G. 
DE Molinari. Les transports. Yves Guyot. Le librc-echange 
B. G. Baskett. 

July. La revanche dcs verites economiqnes, Y. Guyot. Le cafe an 
Bresil. A. d’Anthouard. 

ReAie d' Economic Politique (Paris). 

June, 1910. La revolution monctairc du XVI Siecle, E. Levas- 
SEUR. L' assistance a Geneve. A. Achard. La liberti du 
commerce des grains et le Parlement de Paris. J. Lescure. 

Revue Economique Internationale (Brussels). 

June, 1910. The relation of Socialism to the Land question in 
Congo is discussed by Emile Vandervelde. The Post-bellum 
Economic Situation of Japan is described by a Japanese 
authority; the Austro-Hungarian Bank by a well-informed 
Austrian. 
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July. General’ reflections on the Economic Situation of Islam, by 
A. Lb Chatelier, precede a lucid exposition of the tobacco 
monopoly, which secures the I’urkish debt, by Georges Renaed. 
The AHe di Calimala, a corporation doing wholesale business in 
Florence of the XITIlh century, is reconstructed by Professor 
G. Renard, 


VEconomiste Franqais (Paris). 

June 25. La Prochaine Depopulation de la France. Paul Leroy 
Beaulieu. The remedy against national suicide is to generalise 
the idea that a normal family should contain at least three 
children, (1) by confining State and municipal offices to fathers 
of three or more children fat least married officials should receive 
higher salaries), (2) giving a bounty (prime) of 500 francs for 
every child after the second. 

July 30. Tlie German census of occupations is summarised by 
M. A. Kaffalovich. 

August 0. M. de Foville, referring to the recent monetary censup 
in Franco, estimates the value of gold coin now in France as 
6000 million francs. 

August 20. Le prix de la vie. Paul Leroy Beaulieu. The rise of 
wheat and wine are temporary. A general rise in the price of 
food is not proved. Compare M. Pieuke Leroy. Beaulieu on the 
rise of prices, June 11. 

Le ('Jirislianisnie Social r (Paris). 

June, 1910. The new French law for workmen’s pensions (rctraites) 
is lucidly explained by Prof. Gide. '*The new law couldn’t have 
been avoided and could hardly be very different from what it is.’' 

. . . “Possibly one day we shall see iii our Socialistic Budget 
(Budget de SoUdarite Socialc), after some hundreds of millions 
of francs for pensions to the*-)ld> some more hundreds of millions 
for the benefit of the young,” 

Jahrbiicher fiir Nationalohonomie (Jena). 

July, 1910. ArbciUlosenstatistik. O. Most. BeHtellbautcn und 
VerTcaufshauten. H. Wolff. The old system of building 
houses for the proprietor to inhabit and the new system of 
building houses to be let or sold are contrasted. Die Berufsge- 
buriigkeit in Halle. M. Rusch. On some relations between 
occupation and birth-rates. » 

August. Die Zukunft dcr Wirt schaftgcschichtc, 0. Brodnitz Der 
gegenwartige Stand der Kartellbcwegung in Uussland. J. 
Goldstein. 


Archiv filr Sozialwissenschaft (Tubingen). 

May, 1910. Die Kommerzialisierung des Wirtschaftslebens. W. 
SoMBART. Die Soziallekrer der Christlichen Kirchen III. Der 
Protestantismus. E. Troeltsch. Das Gesetz der abnehmenden 
Bodenertrages. J. Esslen. 

July. Prof. Sombart concludes the immense article begun in May 
on the connection between the money-market and industry ; with 
- special reference to the part played by the Jews. 



1910] 


RECENT PERIODICALS AND NEW BOOKS 


509 


Zeitschrift fur die gesamte Staatswissenschaft' (Tubingen). 

1910. Heft 3. Das Gci>ets der Masse nprodnktion. K, Bucher. 
Wirtschaftwissenschaft und Wirtschaftpoliiik 11. G. Cohn. 

Zeitsch rift iiir V oUcswirtschaft (Vienna) . 

1910. Heft III. This Is a ricli number, eontainin*; appreciationB of 
Karl Mengcr Prof. K. Zuckerkandl, and uf N. G. Pierson 
by l^ROF, Vekhijn Stuart; also a study on Cow mcrcial Crises 
by Dr. J SoiiriuPELER. 

Gtornalr degli Econonnyli (Home) 

March, 1910. caratterc dcUe Icggl Staiistichc. C. Bkesciani 
Turuoni. Fressionc Tcorica di qualifnque iw pasta. M. 
pANTALEONi. Dazi dogatiali. (i. CAiiANo-In>NBiTo. Per una 
Siatistica dcUr Assiruraziovi. Beneduce. Sulla ''Houle de 
Neige.'' L. Amoroso. 

April. Sindacati fra ArJendc. G. Anas A study m Trusts; wit»h 
roferenee to the distinction betwc-en siitiple and ('Oinplex (collec- 
tive) monopoly. iJcJlr conU:.iuni operair. 1. F. (.Tirna. The 
power of wcrkrne.n’s combinations to ruiHt‘ wa[.;es is discussed. 

May. La finaii’-n del nvovo regno cV Italia. G. CAitANo-DoNUTO. 
The iiiiaiicial systi^m adopted by the kingdom of Italy proves 
burdeiisorne to the rural population of the South. 11 quarto 
Canon e di Shiari Mill. L. Amoroso. M ill's pro])osition that 
demand for (ioinrnoditios i.s not demand for labour is discussed. 
nolle coalizionr operaie (continued). F. CTiena. Sulla appli- 
cazione delle medio a sene siatistichc. (). G. del Vecchio. 


NEW liOOKS. 

Belfast, Queen’s Uuiversity of. Tjeetures. No. 1., Irish Linen, 
with some features of its IVoduetion. Sir William Crawford. 
No. 11., Recent History in Ireland, v;ith Special Keforence to the 
Indii'itTial Movement. A. G. Wilson. 

Brazil: its Natural liiclies and Industries. Vol. L, Productive 
Industry. Paris: Ailland. 1910. Pp. 384. 

[An interesting historical and geographical summary, introducing a series of 
industries.] 

Cooper (Sir W. E.). Brifain for the Briton. London: Smith, 
Elder and Co. ,1909. Pp. xix-i-300. 10s. Od. net. 

[“ Free trade is a veritable jumble of paradoxes and economic inoonsistencies/T 

Chapman (Prof. S. J.). Horne Work. (Presidential Address to 
the Manchester Statistical Society.) Manchester: Heywood. 1910. 
Pp. 109. 

[Statistics— in which among very diverse rates of wages the most Jrequentf and the 
numbers at that rate, are specified — show a considerable fringe of homework miser- 
ably paid and done under the wonst conditions. The explanation is not only low 
marginal worth, but also a weakness of strategic position causing some home- 
workers to get less than their marginal worth. Follows a discu.s8ion of remediee : 
(1) Prohibition of Home Work; (2) Regulation on the Analogy of Factories; 
(3) Licensing; (4) Wage-Boards, which “will probably prove more serviceable than 
might at first be supposed.”] , ^ 
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Curtis (C. E.) and Gorhon (E. A.). A Practical Handbook upon 
Agricultural Tenancies. London : Lockwood. 1910. Pp. 828. 

Dawbarn (C. Y. C.). Social Contract. London: Green. 
Pp. 152. 

Dickseb (L. E.). Business Organization. (Commercial Series.) 
London: Longmans. 1910. Pp. 283. 58 . 

Edwards (Eev. G. Z.). A Vicar as Vagrant. London: King. 
1910. Pp. 32. 

Farming in Canada. Edinburgh : London : W. Blackwood and 
Sons. 1909. Pp. 195. Is. 

[The report of a Scottish commission on agriculture which was sent to Canada in 
1908 .] 

Grice (J. Watson). National and Local Finance. With a 
Preface Sidney Webb. London: King. Pp. xxiv + 404. 

Herbert (Edward C.). Newoera. A Socialist Romance. With 
a chapter on Vaccination. London : King. 1910. Pp. 212. 

[An amusing picture of a Socialist Community started b> a well-meaning 
employer, and proving unworkable.] 

Higgs (Mary) and Hayward (Edward E.). TT7?ere Shall She 
Live? London: King. 1910. Pp. 216. 

Jevons (W. Stanley). The State in Belation to 'Labour. Edited 
by F. W. Hirst. Fourth edition. London: Macmillan. 1910. 
Pp. 174. 

[Mr. Hirst contributes an appreciative Preface ; but he is not prepSited to accept 
his author’s unqualified utilitarianism ; nor can he understand how it can be 
true that free trade and protection “ depend for their validity upon time, place, and 
circumstance. ”J 

Keltie (J. S., editor). The Statesman’s Year-Book for the year 
1910. London: Macmillan. 

[The forty-seventh annual fully maiutains the reputation of its predecessors. 
Among new topics of economic interest may be mentioned reference to old age 
pensions in Prance and the results of the Census of Production.] 

Mallock (W. H.). The Nation as a Business Firm. London: 
Black. 1910. Pp. 268. 

[‘‘ An attempt to cut a path through jungle” is the author’s ooaceptiou'of the 
work.] 

Eea (Eight Hon. Eussell). Imports and Employment. An 
Economic Note. Loudon : Cassell. 1910. Pp. 20. 

[“ Foreign imports do not reduce home employment and cannot do ao.”] 

Eow-Fogo (C. a.). Some Notes on the EeceUt Depreciation of 
Gilt-edged Securities. Edinburgh : Blackwood. 1910. Pp. 8. 

[A rise in the general rate of interest is attributed to a rise in general prices 
consequent on increased gold supplies.] 

Shaw (B.). Socialism and Superior Brains: a reply to Mr, 
Mallock. London : King. 1910. Is. 

Meyer (H. E.). The A B C of Commerce. London: Simpkins. 
1910. Pp. 130. 

[A text adapted to the requirements of students and clerks.] 

Uyehara (G. E.). The Political Development of Japan, 
1867-1909. London : Constable. 1910. Pp. 296. 
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American Economic Association. Papers and Discussions of the 
Twenty-Second Annual Meeting. Cambridge, Mass. : American 
Economic Association. 1910. Pp. 883. 

[Among the papers follow sd by discussion may be noticed Prof. Taussig’s Outliri^ 
of a Theory of Wages, questioning the eidstenoe of a separate oi specific product 
of capital.” “The wasting ijan hardly be said to produce anything; it simply 
enables labour to produce more.” Prof. Seligman showed the progress of Taxation 
during the past twenty - file years, and its present tendencies, contending that the 
doctrine of ability as now reinvigorated is superior to any of the rival conceptions. 
Prof. Pantaleoni introduced the subject of Economic Dijnamic! ; Mr. Pranois 
Walker, The Catises and Betnedies of Trusts. There was & “Ronud Table” 
discussion on the Problems of Country Life, iu whic'^ Sir Horace Plunkett, 
Mr. James Bryce, and Prof. T. N. Carver took part.l 

Balch (Emily). Our Slavic Fellow Citizens. New York: 
(Charity Publication Committee.) 1910. Pp.*512. 

[The author is Associate Professor of Hejuomios in Wesley College, Massaobn setts. 
Her account of the Economic Situation of the Slav in America and her analysis of 
the reasons why the effect o.. the laboui market has not boon more depressing 
reward study.] 

i^ouGH (W. H.). Corporation Finance. An exposition of the 
principles and methods governing the promotion, organisation, and 
management of modern corporations. New ’iork: Alex. Hamilton 
Inst. 1910. Pp \x + 480. 

[Vol. IV of the Modorn Business series. The author is professor of finauce and 
transportation in New York University School of Commerce.] 

Kinley (D.). The Use of Credit Instruments in Payments in 
the United States. A Report to the National Monetary Commissicjn. 
(Senate Doc. No. 399, 61st Cong. 2d sess.) Washington: National 
Monetary Commission. 1910. Pp. 219 + tables and diagrams. 

[Over 90 per cept. of the country’s wholesale business is done by means of credit 
instruments,] 

Myers (G.). History of the Great American Fortunes. 
Vol. II. Great Fortunes from Railroads. Chicago : Kerr. 1910. 
$1.50. 

Reid (D. C.). Effective Industrial Reform. Stockbridge, Mass. : 
Author. 1910. Pp. 282 and index. $1.35. 

[The whole people are to organise into one large business corporation, distinct 
from tl^ State, conducted for the interest of the stookholders.] 

Seager (Prof. H. R.). Social Insurance. A Programme of 
Social Reform. (American Social Progress Series.) New York: 
Macmillan Co. 1910. Pp. 175. 

Wright (C. W.). Wool-gi-owing and the Tariff. A Study in 
the Economic History of the United States. Boston : Houghton 
Mifflin Co. 1919. Pp. 362. 

[A survey of wool growing and woollen manufacture points to the conclusion that 
“ the tendency to overestimate the power of the tariff, either for good or evil, is 
almost universal.”] 

Bourgeois (L.), Adam (P.), and others. La mis^re social^ de la 
femme, d'apr^s les ^crivains et les artistes du XVID au XX® sifecle. 
Paris: Devambez. 1910. 

D’Avenel (G.). Histoire 4conomique de la propri4t4, des 
salaires, des denr^es et de tous les prix en g4n4ral depuis 1200 
j'usqu’en 1800. Vol. V. Les classes riches et bourgeoises. Paris: 
E. Leroux. 1910. Pp. 782. 20 fr. 
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Davies (J.)‘, Hailey (C. Predictions sur le Isommeroe en 

1910. Paris : Pigier. 1910. 6.50 fr. 

Landry (A.). Essai Economique sur les mutations des Monnaies 
dans TAncienue France. Paris: Champion. 1910. Pp. 216. 

Mahaim (Ernest). Les abonnements d'ouvriers sur les lignes 
de chernins de fer Beiges et leurs effets sociaux. (Institute Solway.) 
Brussels: Misch & Throri. 1910. Pp. 259. 

[to investigation conducted largely by personal inquiry into the system of cheap 
railway tickets for workmen which,prevails in Belgium — its diverse influences on the 
mind and character of the workers, as well as the purely economic effects, the 
utilisation of resources and the perfection of the labour market.] 

Borght (li. VAN der). Benif, gcscllschaftliche Gliederung u. 

? etrieb im Deutschep rieiclic. Vortrag. Leipzig: Teubner. 1910. 
p. 138. 2.80 in. 

Bunker (Dr. Kudolf). Wirtschaftstudien aus Siidamerika 
speziell fiber Chile. Leipzig : Duncker und Humblot. 1910. 
Pp. vi + 202. 

[The author is a Bank official who was in Chile for four years and had oppor- 
tunities for making economic studies on the spot. He deals fully with the finances 
of Chile, and also considers the products of the soil, and commerce and industry.] 

Ephraim (Dr. Hugo). Die Btadt Oldenburg im sozialef atiiflischer 
Belouchtimg. (Zeitsehrift fiir die gesamte Staaibwiascnsohafl : 
Erganzungalieft xxxiv). Tubingen * Laupp. Pp. 126. 

Goehts (Paul). Berlin ala BinjK;nschiffartsplatz. Leipv.ig : 
Duncker und Humblot. 1010. Pp. 183. 

Lederer (Paul). Die Entwieklung der siidatrikanibcheri Union 
auf verkohrspolitischer Gruiidiage. J^eipzig: Duncker und 
Humblot. 1910. Pp. 105. 

Lotz (W.). Vf‘.rkehrHeniwiekolimg in DtnitBchland, ISCXl-lOOO. 
Dritte Auflage. Ltupzig : Teubner, 1910. Pp. 141. 

[A new edition, brought up to date, of useful work first published in 1900.] 
Schmidt (Dr. Georg). Kredit und Zins. Ijupzig : Duncker und 
Humblot. 1910. Pp. 52. 

Jaffe (Edgar). Das Engiisclie Bankwesen. Leipzig: Duncker 
und Humblot. 1910. Pp. 370. 

[Developments subsequent to the first edition, in particular tlic 'American cjrisis, 
are noticed.] 

VouTERS (Du. H.). Le petit commerce contre lea grands 
mag-asins et les cooperatives de consornmation. Paris: Kousseau. 
1910. Pp. 205. 

Wkyermann (Dh. M.). Zur Goschichte dett Imrnobiliarkredit- 
wesens in Preussi*!!. Karlsruhe in Baden : G. BraUnscdic Hofbiich- 
druckerci imd Verlag. 1910. Pp. xiv + 239. 

[Much of the soil in many of the Gorman States is heavily mortgaged. How can 
it be redeemed ? And how did the burden of debt arise ? Dr. Woyermann attempts 
to answer those questions, limiting his researches to Prussia. His starting pointis 
1G20, and he uses many uiipublisli{‘d sources.] 

SupiNO (C.), II MoTcato Mouetark) Intern azionale, Milan : 
Hoepli. 1910. 

Lorini (B;)^ La liopublica Argentina. Vol. III. Rome: 
Loescher. >; 

Prato (G.), *\lL,Protezionismo Operaio. Turin: 1910. Pp. 236. 

< [On restrictions qt^mh;igiation.] 
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ErONOMlC SECUJnTi^ AND UNl^MPLOYMENT 
INSUilANCKJ 

So far we liav'^ odIv Inm clealiiij^ wilh ihe apparatus and 
methods of resean‘h and exposition, and not at all with the (objects 
to w'hich such resf;arch should be applit‘d, still less vvilli the 
ultimate ends of ecjonomic study and conduct. 

The iK^xt tendeiH'y w^e havt‘ to note belongs to quite another 
region (>£ ideas, d’his is tlu' growing (‘inf>hasis laid on ends as 
distinguisliexl from lutauis as the subject of economic study. 

'.rhere used to bo some disjiosition to qu(‘stion wln^thel the 
economist wuis at ail concci’m‘d wi/h endh, wdietluT lie had not 
fully discliarged his duty in making a corr<‘ct analysis of the struc- 
ture ol existing ('conomic society and of tlu' forces ading upon it ; 
and it was ratluu’ tiu^ fashion to sugg(\st that when iliis analysis 
was completed the economist should depart, and leavi^ the practical 
statesman to collate his re^xirt with thosi* of tht* moralist and 
politidaii, and to draw the necessary i’ifcrenc(‘s as to practical 
policy from their combined study. 

Sucli a limitaticj^i as this would have been quite foreign to the 
ideas of the early makers of |Kjlitical economy. The mediaeval 

^ Part of the address given to tho Economic Sciciico and Statistics Section by 
Sir H. Llewellyn Smith, K.C.B., President of the Section, at the Meeting of the 
British Association for tlie .Advancement of Science in Sheffield, 1910. In other to 
concentrate attention on the topic which is of most immediate practical importance, 
we have not reproduced tho President’s introductory rernarks^ri apparatus and 
methods of research, on the con trover.sy between the advocates of different uaetbods^ 
on the uses and limitations of technical terminology and mathematical conceptions, 
on the increasing stre-ss laid on quantitative measurement and other matters. Our 
readers will find this part of the Address printed in extenso m the Report of the 
British Association for 1910.-— Editor. 

No. 80. — voii. XX. 


M 1C 



514 • THE ECONOMIC JOURNAL [DEC., 

thinkers were frankly concerned with economic conduct and 
morals ; the mercantilists with the very practical question of 
adapting economic policy to the race for national power; the 
physiocrats with the freeing of pre-revolution France from the 
network of vexations and oppressive State restrictions on industry 
with a view to giving free play to the natural expansion of 
manufacture and commerce. Malthus was engaged in combating 
social utopias, while Adam Smith was concerned, as we have 
been recently reminded in Professor Nicholson’s striking book, 
with every field of i;x)litical and moral activity, as well as ^yith 
that region within which economic science is usually supposed to 
be confined. The author of the “Wealth of Nations” would 
certainly have been astonished at the suggestion that jx)litical 
economy is not concerned with ends. Yet the first step towards 
at least a temporary divorce between the study of economic ends 
and means was taken when Adam Smith enunciated his famous 
conclusion that “all systems, cither of preference or of resti'aint . . . 
being . . . completely taken aw’ay, the obvious and simple system 
of natural liberty establishes itself of its own accord.” 

I am not concerned to discuss whether this conclusion was an 
induction from oxf>erieiJce or a deduction from moral or theological 
presupf)ositions, or how’ far it is to be qualified by many other 
passages in the same great work. But in any case the proposition 
that the natural forccis of human desires and aversions, and their 
mutual reactions, will naturally and wuthoiit conscious intention 
on the part of the individual lead to the greatest advantage of 
society, became the sf>artiug-|)oint of a school of pro])agandists of 
economic truth who too often identified the indicative with the 
imperative mood, and blurred the distinction between scientific 
generalisations and moral pnicepts of conduct. 

To those who adopted this view of the Economic Harmonies in 
its extreme form the question wdicther political economy is con- 
cerned with ends as distinct from means became a relatively 
unimportant question, and fell naturally intd the background. 

The maximising of production (or, as we should now say, of 
the national divid(md) is the only end that these economists could 
be said to propound, the distribution of the resultant wealth being 
automatically determined by the beneficent action of the “system 
of natural liberty.” Sooner or later the current utilitarian 
philosophy, with its principle of “greatest happiness,” was bound 
to come into conflict with this ideal, for the policy of maximising 
satisfaction is clearly not identical with that of maximising produc- 
tion. The enuShi^Jrtion of “maximum satisfaction” as an end 
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necessarily raised—thongh it could not solve— the question of 
distribution of wealth among different social classes. In regard 
to this matter it shock confidence in the shallow dogmatism of the 
propagandist economist*^, but it substituted no definite alternative 
commanding general assent, and accordingly the immediate 
practical result on economic thought was not to inspire it with 
a new creed, but to deprive it of all creed, and to n place the 
art of political economy by the conception of an otonomiv* science 
concerned solely with the ascertaiiimi'Ut of tht‘ results which flow 
from certain hyiK)thetical assumption*.,, and n*-)! at all wdth guiding 
mankind towards a desirable goak 

Such a view’ could hardly hold permanent sway, though it was 
a groat advance on the doginat ie and insolent o])tiinisin wdiich it 
displaced, and nominally at least it (lomii\atc'd K.iglish economic 
thought from the luiddie of the Jiineteenth century almost to the 
pres^mt day. This domination has, how^ever, b(‘eji more tiominal 
than real. The limitation W’a.s from the fijst subjected to vigorous 
criticism, and at bottom the critics were right, for however 
carefully we may expel tlie idea of ends from our reasoning, 
current ideals and c\en prejudices aio certain to affect our choice 
of hy}>otheses. As a fact, all the latter-day economists have by 
oiui expedi(‘nt or anotJier escap(‘d from tiaur own theoretic 
limitation. To take a singh* e.xamjde, it has become a recogniscid 
axiom of eeouomic rc^asoning that the diminution of {xjverty is 
a proper object of economic (dTort. ^Of cours(\ the pure utilitarian 
would have nothing to do with distinctions of (piality in happiness 
— distinctions which are fatal to thv. simpliiity of liis magic 
formula — and the utilitarian school of economists attempted no 
direct discrimination in ttaur measurements of utility and value 
between the qualities which nmder an aiticle an object of desire. 
The fact ^hat a thing is d(‘sired proved its right to hr called 
“usefur' within the meaning of their theory, and it must be 
admitted that no coherent objeftive theory of value could bo built 
up on any other basis. Nevertheless, it is no new’ discovery that 
things of equal value to thiJ individuals wlio possess them 
at a given moment may conduce in very different degrees 
to the ultimate national advantage. The old distinction between 
productive and unproductive e.xjienditure , and Adam Smith’s 
difficult argument as to the relative advantages of n^ar and distant 
trade, are examples of distinctions of this kind which were present 
to the minds even of the economists who were most dominated by 
the theory of natural liberty. , 

Thw great and growing importance attached by the best modern 
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economists to the eleitient of time, and the consequential recog- 
nition of the importance of ultimate as distinct from immediate 
effects, tend pro tanto to discriminate between different qualities 
of satisfaction, and to give increased weight to those kinds which 
tend to the building up and husbanding of the permanent economic 
interests of the Commonwealth, as compared with the transitory 
satisfactions which perish in their own gratification — in short, 
between the nobler and ignobler fornis of utility. 

I think it is a matter which nc^eds the careful consideration of 
economists at the present day, whether the time has not come 
w^hen tlu^y should accept fully and frankly the task, from which in 
any case they cannot entirely escape, of distinguishing between 
noble and ignoble ends of economic conduct, and should regard all 
their methods of research — historical, analytical, cotnparativ(% and 
statistical — as only means to this end. 

On the present occasion I cannot do more than illustrate my 
meaning by a single important example. 

The recognition that the purposes and modes pf consumption of 
commodities have to be taken into account, as well as the mere 
amount of satisfaction yielded l)y them to their consumers, brings 
with it the necessity for recognising the distribution of iriajme in 
respect of time, no less than in respect of class, as an essential 
factor in the national well-being. 

Thus, for examjde, a regular income of £2 a week may have 
a very different economic sig^^iticance from an incoTue amounting 
in the aggregate to iTU4 in the year, but receivable in irregular 
and unequal instalments. Still more widely does it differ 
economically from the chance of^ a variable annual income 
averaging £104 one year from another. 

Now one of the most signiticant and important economic 
tendencies of the present day is the growing recognition of the 
importance of security and regularity in all operations of industry 
and commerce. It is, of course*, a trite commonplace that the 
foundation of commerce is security — that safety of person and 
property and security for the performance of legal obligations are 
essential conditions of all industrial and commercial development. 
But it is not of these elementary guarantees that I am speaking, 
but of the tendency which 1 see to attach ever greater importance 
♦ to the certaiihy and regularity of sequence as distinguished from 
the mere aggregate volume of business transactions. This 
tendency is reflected in the enormous development of the method 
,pf insurance as a protection against risk. 

Nor is this development confined to business trafio?ctions 
properly so-called. A number of the risks and contingencies of 
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human life which cause irregularity and uncertainty in working- 
class incomes have been brought within the sphere of insurance, 
whether by voluntary institutions or, as in Germany, by a State 
system of organisation. And the question of the perfection and 
further development of the methods of social insurance is absorbing 
a large amount of the best thought of the day. 

All this points to the growing importance attached by social 
observers to stability and regularity, and the grounds for this 
attitude are sufficumtly obvious, whether we look ?t the matter 
from the t>oiiit of view’ of the econ(‘my of t^e workman’s house- 
hold, or of the deteriorating efl'ee^^ </ irregular habits on physique 
and cdiaracter Tt may perhaps be suggested that the growing 
social concern for the rnainfcnanct' of stability is the counterpart of 
the growing conviction that witn the world- wide develoiment of 
industry the causes of iiueruations and irregularity are becoming 
continually rno’e incalculabh.t and theii efl'(‘(ds more unavoidable 
by unaided indi vidual elfort. 

Js this tendency to txalt security as an end to a healthy 
tendency, or ought it to lill us with appruhensiem ? 

I'he ideal of security may not at first sight seem a very heroic 
aim to put before a country who^ci economic traditions form a 
veritable romance of adventure, full of the joy of risks encountered 
and dangers overconu'. Some may think with misgiving that the 
conscious pursuit of a fxjlicy of safety implies that w’e have passed 
the stage of econoniie y(»uth and exjiansion and are entering on the 
dusk of old age. ^hhey may ieel as w^hen at Itome wo contemplate 
AureJian's great wall which for centuries withstood the inroads 
of barbarians, but the building of which none the less marked the 
definite close of the j)eriod of the fearless and aggressive supremacy 
of Kome. Are the nations of jiurope b(;ing invited to enter with 
the old gods into the fortress of V^'nlhalla, there to await in well- 
planned security but in growing gloom their inevitable decline? 
The question is cogent and seArehing, and modern nations must 
find the true answer at their peril, for if the two ideals of free 
adventure and economic security admit of no reconciliation, then 
the fate of our civilisation is only a matter of time. 

Bui fortunately it is not necessary to admit the essential opposi- 
tion of these two ideals rightly conceived. For as ir seems to me 
there is a noble as well as an ignoble ideal of aflventure, and, 
corresponding thereto, there is a noble as well as an ignoble ideal 
of security, and the great problem that lies before us in the future 
is to distinguish rightly between them and to direct our national 
policy accordingly. 

The first step tow’^ards making this distinction is to recognise 
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that ignoble as well as noble results are produced by exposure 
to risks. If fearless resolution and foresight in encountering and 
combating danger and risk produced the race of Elizabethan 
mariners and explorers, and to-day gives us a Shackleton or a 
Sven Hedin, we know also the craven and panic-stricken popula- 
tion which lives on the slopes of a volcano, exj>osed every day to 
incalculable risks against which no precautions can avail. 

It is, I think, a definite induction from history and observation 
that when risk falls outside certain limits as regards magnitude 
and calculability, when, in short, it becomes what I may call a 
gambler’s risk, cx|X)sure thereto not only ceases to act as a bracing 
tonic, but produces evil effects of a very serious kind. 

It is to the general interest, and it tends to the building up and 
strengthening of the national character, that everyone should have 
as strong a motive as possible to guard against risks which can 
be avoided by rcnisonable precautions on th(‘ part of the individual, 
and it is also to the general interest that w ithin (*ertaiii limits th(‘ 
individual should have sufficient resisting fKiw'er and n\serv’5 
strength to encounter wnthont the support of his fellows tlie or- 
dinary minor ups and dow ns of life vvhich it is not within his fiowiT 
to avoid. What these limits are c annot be laid dow'n dogmatically ; 
they vary widely from natkm to nation, from class to class, and 
from age to age. Vicissitudes which mean famine to the savag(^ 
])ass qiiitf‘ unnoticed in advanced industrial communities, •and 
classes wdio are accustomed to yearly salaries are unconcerned 
with fluctuations which bring privation to the w eekly wage earnen-. 
But within any given nation and class the limits ]>robably change 
but slowdy, and though different schools of social observers will 
certainly fix the limits at somewhat different points, and there is 
no doubt a neutral zone within wdiicli the relative public advan- 
tages and disadvantages of exposure to risk are faij'ly equally 
balanced, or at least may be optui to legitimate d(djatc, I am 
disposed to think that the majority of fair-minded men w^ould not 
differ very wddoly in the principles governing the demarcation 
between the spheres of individual and of social protection against 
economic risk. 

To take, for example, the risks of unemployment, I think 
most people would agree that the personal risk of losing employ- 
ment throughM^ad work, irregular attendance, or drunken habits 
is one which it is absolutely necessary in the public interest to 
leave attached in all its forces to the individual workman. For 
the community to ‘ guarantee employment to all irrespective of 
personal effort or e&ciency v ould necessarily impair the if^ional 
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character and lower the national standard. This is, therefore, a 
risk the direct incidence of w^hich must be borne by the individual, 
the action (j[ the c<jniniunity being confined to such indirect 
measures as may strengthen the power of the individual to meet 
the risk, as, for example, by technical and general training. 

On the ocher hand 1 think that most iXHjph' would agiee that 
m a country lilo' the United ivingdom at the present time, the 
incalculable risk of a prolcnged depression of trade, due perhaps 
to som(^ financial catastrophe tliousands of miles away, is one the 
exposure to which of the individual W'orkmaii does little but harm. 
Such a risk is too much bc^youd hi^ powers of foresight, end also 
too great in magnitudes in proportiu?'. to hi.' reasonable opjxn'tunities 
of making jn'ovision, U. exercise any appreciable effect in stimu- 
lating self-lieip, wdiilc the liability to see all his savingsswT.pt away 
in a f(iw^ wcidvs by cvdicad fiuctuations iri employment w^hich he 
can do nothing to avoid is a demoralising risk, acting on his 
character precised^ like thcj liability to earthquake or other 
cataclysm, aiid discouraging to a marked e>teat the accumulation 
of savings and the development and maintenance of habits of 
providcncci. 

Tictvveeii these two extremes, tlio risk due to personal in- 
efficiency and tliat resulting from a world-wide depression of 
trade, lie intermediate classes of risks a, bout w'bich there might 
be moie difference of opinion, and the incidtuicc of which probably 
acts on national (diaraetiT in very difl’ereni ways in countries at 
different stages of development. * 

1 propose presfuitly to examine more closely sfune of these 
classes of risks. At moment, however, I am only concerned to 
illiistrati* my geni'ral j^roposition that neither free adventure nor 
ocouoTnic s.eurity suffices singly as an ideal of economic conduct 
without can*ful discrimination, and that the criterion for such 
discriminatiou is th(‘ effect of exposure to each class of risk in 
building up or dcgradiiig the national character. 

In suggi'sting Wiat the attention of economists is being directed 
and wdll contintie to be directed in an increasing degree to the 
ends of economic conduct as distinct from a mere analysis and 
description of existing conditions, I have taken a single example, 
the pursuit of economic security as an objective, and have drawn 
a vital distinction between the classes of economj^ risks exposure 
to which tends to the building up or to the degradation of the 
national character. And as regards these risks, I have taken a 
single illustration, that of unemployment, partly because the evils^ 
residing therefrom have been very much in our thought^ during 
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the last few years, partly because their analysis affords good 
illustrations of almost every class of economic Tisk. 

I might go on to take other examples, but 1 think that it may 
perhaps serve a more useful purpose if during the time that remains 
to me 1 follow up in further detail the particular illustration which 
1 have chosen, and inquire specifically how far the risks of unem- 
ployment are risks which it is expedient in the public interest that 
each individual should be left to meet unaided, or how far they 
are, from the social point of vic\v, “insurable risks” which can 
properly be met by combined action. 

We shall find thali the reply to the proposition is by no means 
a simple one, that it will differ to a large extent for different trades, 
and that probably it will also differ widely for different countries. 

At the outset it is to be noted that I use the term “insurable 
risk ” for the purpose of this inquiry in a much narrower sense 
than that which it boars in the ordinary language, of the insurance 
world. Broadly speaking, if the tom be used in its widosf house 
there are no risks that are not insurable except those whicli are 
the result of the direct wilful act of th(‘ insured ]>er8on. 7’hus 
you can insure against fire but not arson, against death but not 
suicide. And even with regard to acts whic h are voluntary the 
modern tendency is to take a very broad vic'w. and to narrow the 
classes of cases excluded. Thus most life assuran(H‘. companies 
will pay on death, even it duo fo suicide, providtid that the policy 
was taken out sufficicuitly long before the death to make' it fairly 
certain that suicide was not in contcunplation at the time. 

As I am now using the tom “insurable,” liowever, I mean not 
merely a risk in respect of which yon could get some (‘oinpany or 
underwriter to quote you a j>reminin, but a risk for which some 
sort of social insurance is a pracdacable and approprikte remedy — 
bearing in mind the critical dislinction already drawn« between 
different classes of risks. 

Morcewer, by “insurable risk”*] do not mean a risk which 
can be fully covered by insurance, but one tlie consequences of 
which may be mitigated by a payment which nevertheless falls 
far short of complete indemnity. It liardly needs demonstration 
that full indemnity against the risks of unemployment could not 
be offered without disastrous results, inasmuch as a large sectifin 
of persons regard idleness as in itself more attractive than work. 
The general practice of organisations, voluntary or public, which 
insure against sickness, accident, or unemployment, is to make 
the benefit payable much less than the full rate of wages, and in 
all that follows this condition is assumed . 
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For the purpose of the present inquiry the causes of unemploy- 
ment group themselves naturally under three heads — periodic 
fluctuations, local ard industrial displacements, and personal 
causes. 

Of these I have already toucned on the first group in discussing 
cyclical and seasonal fluctuations of employinent. R<asonal 
changes are, of course, the direct result of cosmical causes, and 
whether or not cyclical fluctuations are ultimately psychological 
or (as Jevona thought) cosmical phenonu ^^ia, there l anbc no doubt 
that for our present purp(>s(‘ we niav regard them as ultimate 
facts beyond the control of the ludivTclnal. I’hese two ehjrnents 
in unemploymoDt are prt-cminent^y insurable elements, since, 
being due to recurrent oscillations and not to progressive changes, 
they can only be met by soiru met bod, either individual or 
collective, oi sfvreading the earnings of g(x)d fH'riods over good 
and bad alike, and not by any ronuuly which aims at altoring the 
permanent relate 11 between the demand for labour and the supply. 
Moreover, of the two alternative in(‘thods, coli(‘ctive insurance is 
more appropriate for the purpose than individual providence, 
because wdiile the oscillations are fairly well defined, their intensity 
and (ill tlie c'asc of (7clical fluctuations) their wave length are 
affected by many uncertain elements, climatic, financial, indus- 
trial, and jixditical, which are incapable of exact prediction, and 
(what is even more im^xirtant) the personal incidence ot the 
uneiiiployment due to the Ohcillations is uncertain. 

Th(‘ next group oi caus(‘s includes changes in industrial pro- 
cesses or methods, or in the local distribution of industries, or 
in the character of industrial demand. How far are these classes 
of risks pro^Kuly insurable? 

As iTgarcis local distribution, the answer defxmds on the scope 
of the insurance scheme. No purely local fund can, of course, 
compensate a workman for the shifting of his industry to other 
districts, without incurring ruinous expense besides impairing the 
mobility of labour. • If, howeviT, the insurance scheme be national 
in scope and be w^ork(‘d in conjunction with systematic machinery 
for notifying to the w-orkraan the existence of vacancies in other 
districts, the risk of unemploymint due to local displacement is 
clearly an “insurable ” risk. As no national scheme could embrace 
a wider area than the United Kingdom, the above^Argument does 
not apply with its full force 1 o the risk of displacement of industry 
bv foreign competition, and this case needs separate treatment. 
Tt is undoubtedly a risk beyond the individual’s control, and it 
has therefore, one of the essential marks of an insurable risk?; 
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and if the scheme embrace a large group of trades of suflScient 
variety to insure each other against the risk of some particular 
branch being attacked by foreign competition, there is^no reason 
why this class of risk should throw an excessive burden on a 
national fund. The only question to be considered is, therefore, 
whether the insurance of British workmen in an industry liable 
to be transferred by competition to a foreign country will operate 
prejudicially by checking industrial mobility, there being obviously 
not the same opportunity for the workman to follow the work as 
in the case of local redistribution of industry within the limits 
of the insuring country. 

In this respect the case we are now considering is on all fours 
with that of a trade decaying through a permanent change of 
industrial demand, or an alteration of industrial processes. If 
there is appreciable mobility of labour between the decaying trade 
and other healthy branches embraced within the scope of the 
insurance scheme, and if its magnitude is small as coinprired witii 
the total area of industry covered by ibe scheine, then the risk 
is fairly insurable. If, however, these conditions are not fuldlled, 
the case of the permanently decaying trade may present a real 
though by no means insuperable difficulty which will have to be 
carefully borne in mind by those rcsjx)nsible for devising and 
working any urKunpIoymcnt insuran(*e scheme. 

The conclusion seems to be that the extent to which the. risk 
of unemployment due to industrial and local displacement is 
properly insurable depends partly on a wise choice being made 
of the group of trades and of the geographical area to be embraced 
by the scheme, partly on the judicious limitation of the benefits 
payable- thereunder. Our analysis jx)ints to the necessity of a 
large area, both geographical and industrial, and further suggests 
that the groups of trades included should be such as are unlikely 
as a whole to undergo wholesale and rapid displacement, and 
within which any decay to be apprehended is likely to be only 
local and partial and not on a scale too great to be compensated 
by the expansiou of other branches of trade within the insured 
group. 

There remain the risks due to personal causes. Of these we 
have already ruled out the risks due to the wilful act of “the 
workman, to these we must now add the personal risk 
attributable to exceptional deficiencies, physical, mental, or moral. 
These are not properly trade risks, the burden of which ought to 
fall in a special degree on those following a particular industry, 
and if they were allowed to do so, they would ruin any^cbeme 
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of insurance based on the trade group. There is stilL however, 
one important class of personal risk to which all are liable, and 
which is in the main beyond the control of the individual, viz., 
the increasing liability to uivunpioymcnt due to advancing years. 

I do not intc'iid to trench on the important but quite se^parate 
problems of national provision for old age and invalidity as such. 

I am solely referring to the ascertained sta.tistica.i fact that, the 
chance of unemployment is a function of age, and that beyond 
a certain age the risk is materially increased. For (exanqile, 
am( ng a body of nearly eight thousauf ’ ongiiujprs whose industrial 
records were analysed for the pnM.»)S'‘. 1 found tliat whereas the 
average number of w^orking days lost in the year by the wliole 
body was ftft(HUi, that tor members lielow the age of forty-live 
was less than twelve, while for niemlxus between the ages of 
forty-liv(' and tifty-ftve .i vas tw.^nty, and for members between 
tifty-fivo and sixty-tive, thirty- three. < Above sixty-tive the tigures 
are alf‘ect(‘d by superannuation.) The question we have to ask is, 
how far this clasi of i’isk is insurable? 

The answer depends again on the scope' of the scheme. A 
voliuilary sehenu' which workmen are free to join and h'ave at 
th(;ir pleasure cannot deal satisfactorily with a risk of this kind, 
especially as no scheme of graduating contrifintions according to 
ag(‘ is likely to be administratively feasible. Trade' unions wdiich 
give uTumifiloymcnt benefit are in an ('xei'ptional jxisition, because 
tli(‘y exist primarily for trade protection purposes, and hence have 
a hold on tluur members which no voluuiary insurance scheme 
pure and simjde could possess. Generally speaking, personal 
unemployment due to advancing years is insurabb', and only 
insurable, under a scheme wliich ajiplics compulsorily thfougliout 
the whole period of the wwkman's industrial life. 

It results from our analysis that some of the risks of unemploy- 
ment arc properly insurable and otliers are not, and the next step 
js to ascertain broadly tlu' relative importance of tlx) insjirable 
and non-insurable*(‘loments. Now an examination of the avail- 
able statistics indicates clearly that at all events as regards certain 
large groups of ti'ades in which unemiiloyment is atmte— namely, 
the building, engineering and shipbuilding trades— the insurable 
element in the risk of unemployment predominaU^ largely over 
the non-insurable element. 

The method of statistical proof of this proposition may be 
indicated as follows : — 

1. The percentage of unemployment in these trades—taking 
an average of good and bad years together— has not varied vcfly 
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widely during the period of fifty years during which the statistics 
have been collected (the average for the first decade of the period 
was 5*6 ; for the second, 4*5 ; for the third, 6*8 ; for the fourth, 6*2 ; 
and for the fifth, 7*2. The average for the whole period was 5*9). 
As the period of oscillation is not exactly ten years, part even of 
the differences shown above is accounted for by the presence of 
an excessive profx)rtion of good or bad years in particular decades. 
Thus we may fairly say that the element of unemployment due 
to progressive expansion or contraction of the demand for labour 
has been relatively small. 

2. The i>ercenta'go of unemployment found during the seven 
best years of the cycles has averaged 2*4, and only in two out of 
these seven years has it diverged by more than unity from this 
average. 

3. The variation between the worst and the best years of the 
various cycles has averaged 8‘5 per cent. — i.c., mor<‘ than three 
times the average i>ercentage of unemployment in good years. 

Now, broadly speaking, if we neglect any pi^gressive clianges 
in the total demand for labour, wdiich are evidently slight as 
compared with the inteiisiry of the jx^riodic fluctuations in that 
demand, we may say that (he percentage who are uremployed in 
years of good employment gives a maximum limit which the 
voluntary or non-insurable risk cannot exceed, since it also 
includes a number of minor accidental risks w^hicb are properly 
insurable — e.g., the risk of unemployment through a fire or other 
accidental stoppage of w’ork, or through defects in the local 
distribution of work and labour. Moreover, through the method 
of averaging employment over the year, the risk of seasonable 
want of* employment is included, and this is mainly an insurable 
risk. 

Wc may further regard the difference between unemployment 
in a good and bad year as giving a minimum measure of the 
insurable element in unemployment, since this difference is wholly 
the result of changes in the demand for labour; and is independent 
alike of the choice of the individual and of the gradual progressive 
changes, if any, that affect the total field of employment. Hence, 
as this difference is much greater than the minimum percentage 
in a good year, we may regard our proposition as being proved^ 

But at this point it is ne^cessary to forestall and reply to an 
objection that will certainly be taken to the proposition just laid 
down. It will be pointed out that the experience of all relief 
works and of all schemes for the relief of distress due to unem- 
ployment establishes clearly that the great majoritjT^f 
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unemployed, or at least those who seeK relief from distress, arc 
very markedly inferior both as regards their industrial (capacity 
and their physical and moral qualifications to the avtuage employed 
workmen in the same trades. It is possible in a large number — 
probably in the majority’ — of these cases to trace clearly tht^ o()era- 
tion of the personal defects which have conrriboted to unemploy- 
ment — bad time-lLe('.t>ing, drink, slovenly work, and so forth— 
and those who are most frmuliar with tlie )>ersoMaI si(te of the 
piublem are, T think, likely to put the personal or noii>nisurable 
element in the risk of unemployim nl. very lunch hij^hei* than I 
have done in relation to the uivoimuary instfrable clement 

But in this criticism there is, 1 thin!<, confusion of thought. 
Of cours(‘, if lifty men out of e\ery thousand are out of work, 
those fifty individuals are likely to In- 'usss e]igit)le than any other 
fifty taken at random. We miglit , if so disposed, construct a 
geometrical curve like those aseti in ('^;K)unJing the doctrines of 
utility and rent in which the number of w^orkmeii employed is 
expressed by abs/'.issa^ and the degrees of ( fticiinicy hy ordinates. 
Then it will af)|x^ar at a glance that in a time of good trade the 
efficiency of the “marginar’ labourer — that is, of the worst man 
who just manages to retain his employment — is luHU'ssarily less 
than when the total demand for labour has shi'urik from any 
cause. In the latter case the workmen discharged will for the 
most i)art l)e the less eligible siM'tion ; and this state of things is 
quite indo[>endeut of the true i-ause of tli(‘- shrinkage in the demand 
for labour, so that wliile the pefsonal defects of A may be the 
decisive reason why he is selected for unem])loyment instead of 
B, it does not necessarily follow that these defects are a principal 
or even a contributory cause of his unemployment. 

Jt Is a very complex and difficult question, only to be deter- 
mined in any given case with full n^gard to all the eircurnstances, 
to what degri'e the increast'. or dt^creast? of the pia’sonal efficiency 
of the labouHT conduces to au increase or decn^ase in the total 
demand for labour, or to wdiat di^gree it merely enables him to 
shift the burden 'of unemployment on to someone else. Broadly 
speaking, there is no doubt that tfie total demand for labour is 
to a material extent def>endent on its average efficiency. For 
elample, a quite new demand for labour would be created if it 
were possible to level up all the feeble-minded and the physically 
and morally defective members of the community to the normal 
level. The abnormal defects of these persons (the true uncra- 
ployables) are the vera causa of their unemployment, which does 
not in,Uie main result from any deficiency do industrial demand, 
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but from the fact that their services are so worthless relatively 
to that of the normal workman, that to all intents and purposes 
they may be regarded as an industrially useless surplus. Their 
unemployment is, therefore, emphatically not an “insurable risk,** 
and they would need to be excluded from the scope of any scheme 
of insurance as rigorously as exceptionally bad lives are excluded 
from life and sickness insurance. 

But if we put aside the comparatively small section of 
abnormals, there is ground for asserting that at all events within 
the great groups of trades to which I have already referred the 
influence of variations in efficiency among ordinary normal work-, 
men on the total demand for labour at any given time, though by 
no means negligible, is not nearly so powerful as that of variations 
in industrial conditions which are beyond the control of the 
individual workman. 

If, then, the insurable elements in unemployment in these 
trades largely predominate over the uninsurable elements, it would 
be comparatively simple to devise an appropriate scheme for 
dealing with the evil, if every separate case of unemployment 
could be readily assigned to its aj^propriate category, so that the 
benefits of the scheme should be exclusively available in the case 
of unemployment falling within the insurable category, just as 
a policy of marine insurance excludes in terms losses due to a 
number of specified causes. But in actual practice 1 need hardly 
say that any such separation of causes can only be made to a 
very limited extent. In the \eal world of industry the various 
elements that contribute to unemployment are inextricably inter- 
mixed. We can imagine the case of a carpenter who wdth equal 
truth might ascribe his unemployment to the competition of 
structural steel, to the general trade depression, to the severity 
of the winter, to local over-building, or to the defects jn his own 
training. 

There are a few, but only a f^w, of the causes of unemploy- 
ment wffiich can be definitely distinguished and excluded in terms 
from the benefit of an insurance scheme, such, for example, as 
holidays, strikes, lock-outs, voluntary leaving of a situation, sick- 
ness, and crime. If, then, it is necessary, as it certainly is for 
the success of a scheme, that it should discriminate against unem- 
ployment due either to exceptional defects or to causes within the 
control of the ‘^individual, this discrimination must be effected 
automatically in the course of the working of the scheme itself 
rather than by any rule professing to exclude ineligible cases from 
its scope. t 
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The crucial question from a practical point of view is, there- 
fore, whether it is possible to devise a scheme of insurance which, 
while nominally covenng unemployment due to all causes other 
than those which can be definitely excluded, shall automatically 
discriminate as between the classes of uiK'niploymont for which 
insurance is or is not an appropriate remedy. 

We can advancAi a step towards answeriiiij this crucial question 
by enumerating some of the essential chanicterikii^*s of any rnem- 
ployment insurance scheme w^hieh seem to follow di^'ecily or by 
necessary implication from the conditions of the problem as here 
laid down. 

1. The scheme must be eompulsoiy . (►tberwise the bad 
jiersonal risks against which we must always bo on our guard 
would be certain to predominate. 

2. The scheme must be contributory, ior r)nly by exacting 
rigorously as a n^'cessary qualilicatior. for benefit tliat a sufficient 
number of weeks’ contribution shall have been paid by each 
recipient can we possibly hope to put limits on the exceptionally 
bad risks. 

o. With the same object in vi(‘W there must bo a maximum 
limit to the amount of benefit which can be drawm, both absolutely 
and in relation to the amount of contribution paid ; or, in other 
words, we must in some way or other secure that the number 
of w’eeks for wdiich a workman contributes should bear some 
relation to his claim upon the fund. Armed with this double 
weapon of a maxinnim limit to lielieflt and of a minimum contri- 
bution, the openition of the scheme itse lf wdll automatically 
exclude the loafer. 

4. The scheme must avoid encouraging unc^mployinent, and 
for this piupose it is essential that the rate', of unemployment 
benefit payable shall be relatively low. It w^ould he fatal to any 
scheme to offer compensation for unemployment at a rate approxi- 
mating to that of ordinary wages. 

5. For the same reason it is essential to enlist tlu', interest 
of all those engag^ed in the insured trades, whether as employers 
or as w7orkmen, in reducing unemployment, by associating them 
with the scheme both as regards contribution and management. 

•6. As it appears on examination that some trades are more 
suitable to be dealt with by insurance than others . either because 
the unemployment in these trades contains a large insurable 
element, or because it takes the form of total discharge rather 
than short time, or for other reasons, it follows that, for the 
scheme vu have the best chance of success,* it should be based 
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upon the trade group, and should at the outset be partial in 
operation. 

7. The group of trades to which the scheme is to be applied 
must, however, be a large one, and must extend throughout the 
United Kingdom, as it is essential that industrial mobility as 
between occupations and districts should not be unduly checked. 

8. A State subvention and guarantee will be necessary, in 
addition to contributions from the trades affected, in order to give 
the necessary stability and security, and also in order to justify 
the amount of State control that will be necessary. 

9. The scheme iiiust aim at encouraging the regular employer 
and workman, and discriminating against casual engagements. 
Otherwise it wdll be subject to the criticism of placing an undue 
burden on the regular for th(^ benefit of the irregulnr members 
of the trade. 

10. The scheme must not act as a discouragc*TU(uii to voluntary 
provision for unemployment, and for that purpose some well- 
devised plan of co-operation is essential betweerythe State organi- 
sation and the voluntary associations which at preseiil provide 
unemployment benefit for their members. 

Our analysis, theref()r(\ leads us step by step to the (‘ontempla- 
tion of a Tiatioiml contributory scheme of insurance, universal in 
its o{>oration within the limits of a large group of trades — a group, 
so far as possible, self-contained and carefully selected as favour- 
able for the experiment, the funds being derived from compulsory 
contributions from all those engagi'din those trades, with a subsidy 
and guarantee from the State, and the rules relating to benefit 
being so devised as to discriminate (iTectively against uiumiploy- 
meat which is mainly duo to personal defects, while giving a 
substantial allow^ance to those whose unemployrnent -results from 
industrial causes beyond thci control of thc^ individual. 

Is such a scheme j)ra.cticable? 

This is a question partly acdu^^rial, partly administrative, and 
partly political, and it is, of course, quite impossible to discuss it 
adequately on an occasion such as this. 

I may, how^over, say that so far as can be judged from such 
data as exist (and those data are admittedly imperfect and rest on a 
somewhat narrow basis), a scheme framed on the lines I have 
indicated is aatuarially possible, at least for such a group of trades 
as building, engineering, and shipbuilding — that is to say, a 
reasonable scale. of contributions will yield benefits substantial in 
amount and of sufficient duration to cover the bulk of the unem- 
ployment ordinarily* met with in these trades. 
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The administrative difficulties of such a schemt' are, of course, 
great, but none of tb^se difficulties is, I think, insuperable if there 
be a general desire that the experiment should b(‘ made. Cei*tainly 
the experience of tlu‘ tew foreign schenu's whicli have broken 
down creates no presumption against success, for the failun's have 
been quite clearly attributable to caust's which would not operate 
in the case of a national scheme such as is now under discussion, 
especially if it wck' worked, as it naturally vroukl he, i.i close 
connection with the new Ika-bour Exchanges. 

JVu’haps the most difticult adiniuisrrati\v prohhun would be 
. the adjustment the scheme, j-** (l at 'vhile its benefits are not 
confined to worknu'n Ibi whom provisjon is nuidi* by voluntary 
associations, it would vci opiu’ait* as to (Uicourage the work of 
these assoeiatious, and not to undermine and destroy them, either 
by competition or detail .‘d control. The prc»l)l('m, hovMwer, though 
difficult, is one for which a solution can assuredly he found if it 
be the general dc are that a scheme' shall he hrouglit into oj>eratibn. 

The T’emainijig question is one of high policy. What im- 
portance do we as a mittoii attach to tlu' policy of promoting 
indu'-trial st'curiiy by collectivi* action? And what sa<Tiiices are 
those interested j>ropared to make for such an ohjeot, and, in 
particular, to niiniiinsc' the irregularity of working-class incomes 
so far as airccft'd by irngular demand for labour? Tlie final 
ans\V(‘r will dt'p<'n(l not only on tlu' gtau'ral view taken of the 
relations of tlu' individual and th(' State, and of flu* scope and 
limits of [lolitiral action, hut also on tlu' ndativc' wc'ighi attached 
to tins particular object as cotnpan'd \^itli other objects which 
also have claims on public [iurE and i'liergy. 

Llewellyn Smith 


Ko. 80.— VOL. XX. 


N N 



THE STATISTICAL MEASUREMENT OP PROFIT. 


Profit is the one share in the distribution oi wealth that 4ias 
not been subjected, until quite recent years, to statistical mea- 
surement. W(" have lon^‘ had statistics, more or less trustworthy, 
of rent, of w'ages, and of interest: hut until the last decade there 
has been an almost (‘)itir(‘> dearth of exact information about 
profit. And this is in the nature of things. W helher profit be, 
or be not, under a system of private pro})ert} , a lu cevsary exp^mse 
of production, it is sharply distinguished from other exptmsi's m 
that, in the actual courses of businV.^s operations, it is a lesidiial 
share, and, tlKU'cIore, one tbai caumd hv conTraet(ul for before- 
hand. Wag(‘s, rent, and interest, m the usual business senses of 
these terms, aae bargained for Ix'iore tlie labour, the land, or 
the capital, as tlu^ case may he. is set in motion : the amounts 
agreed upon are known exactly to the jmrtuvs immediately con- 
cerned ; and one or both of the parties is usually quite willing 
to make the pr<‘eise figure puhhc. But profit cannot be so bar- 
gained for : it is what remains alter the other, coiiia'acted, jiay- 
ments ha.v(^ bexm made: and the recipient, cvvn if he* know's 
exactly what tlie amount is— which is l>y no mi'ans always 
the case — is very eomnionly loth to make thy fact public. 
Accordingly, so long as business was ca-rried on by the individual 
‘‘undertaker’’ or '' rntrcprrnrur'* of our economic literature — by 
the “sole trader “ or “jiartnership “ of th(‘. lawyers— it wT)uld have 
been impossible tf) obtain reliable "statistics of jprofit, (‘ven by the 
utmost exertion of the inquisitorial powers of the State. But 
business, as we ah know, is now ra[)idly assuming a different 
form of organisation, that of the joint-stock company; and with 
the new form has come a ne^v publicity. The public announce- 
ment of rates^of dividend, and the compulsory filing of balance 
sheets in a pubJic offi(‘(‘, have put a mass of material at the disposal 
of the statistician ; and of this material he has just begun to 
avail himself. 

How far the conclusions which may possibly be dertvod from 
ihiB material can \)e extended to the rest of the field of busiiiess 
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enterprise we cannot now spcnid much time in considering. It 
is obvious that as company trading is almost (‘Utindy a matter of 
limited liability, tlu' eicmcnt of contract has now, to ^omc extent, 
made its appearance even in r'*Iation to profit : the investor has 
succeeded in ({(‘fining and limiting his risk of loss, at an.y rate, 
to the amount of his share. may, therefore, aivia^ a priori 

that “in the long run” business men would not continue to 
venture their all, by jjt'rsi.-ting in forin^ of organisation which 
in\olve unlimited liability, unles.^ \hvy expecbd an (‘xtra gain, 
over and al)ovt‘ that obtaine d from ip\('stinr«ts in the eoiupany 
form : I v\ould not say an gain a<‘,tt;arialiy etjual to the 

greater risk, but saflieiont to imhice them to lun the greater 
nsk - -which is a (lifTca'cni rliing. Tla o' is a w id( ‘spread irnpn's- 
sion among business men that larger profits ar<‘, in fact, made in 
private uniimited eonetu'ii'. than in ))ubhe limit’d on(‘s. Wlu'ther ^ 
this Ih* so or not, ii looks as if tb<‘ limited eompany orgai 'sation 
w^ert' so rapidlv ( Xtmulmg itself ovei the wliob' lu'ld of busiiu'ss 
eut(‘rprise, with rhi^ on(‘ great exeoption of agriculture', that the 
profits of unlimiteei liability would, at no distant p( riod, Ix'come 
a relaiiv(‘!y negligible* (juantity. At any rate', it is to the* results 
of iuv<,‘stmeiit in the company form that I sliall lure* confine 
myself. 

^^'^•Iolls attempts bt'cn made* in various coiintrie'.s, ever 

since joint stock ('ompanies eaiiu' into existemceg to collect 
statistics of n tunis fiom iuve^Jments. Owing to the iinpt'r- 
fection of tiu' uu'thods eanploved . tiu'se attempts havei almost all 
faileul to re^ach significant coiu Insions. It is only during the last 
ten years, and, so far as 1 know, on!}' in Idimgary and Germany, 
that attention fias ))e(‘ji cunee*ntrat(*d on tiu' [irohieun of mcihad, 

I now jiropetse to gi\e some aeeoimt of the* ciTorts referred to, and 
to suinmarjsf' and criticise* their results. This inte'ivsting last 
chapter in the histeay of statistics is a})parentlv very little known 
in England. Vet fit has the iiK»st direct b(‘anng on a epiestion 
wdth which the (*ce) loinist has long been (‘oneeriu'd -- the (juestion 
W’bether, and in what sense, there is such a tiling as a “usual” 
or “general ” rate of profit, a “normal ” return to capital ; to what 
extent, that is, the “tendency” towards an equalisation of profit, 
the “approach to a levelled result” — w'hieh ine‘vitalply (exists to 
some extent, simply because men are mmi — does, in«fact, reach its 
goal and actually produce a level. It bears as closely on the 
other and cogriate question, in wdiat measure then' does actually 
show itself, in the long run, a return over apd above, or othcr^ 
tha^, the “current rate” of interest; whetbei; there is such a 

N N 2 
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thing, in the long run, as what some economists designate net 
profit. Whether the economist can hope for satisfactory answers 
to these questions or no, we can hardly doubt that, in the present 
state of the public mind, the statisticians will soon be called upon, 
in all countries, to do what they can to get at the facts. The way 
has been led by the German Government, which imposed upon 
the Imperial Statistical Office, in 1908, the task of preparing 
statistics of “The Business Results of German Joint Stock Com- 
panies.” The first report is now to hand, giving the figures for 
the business year ? 907-8; and it is with this report that* my 
survey will conclude. If the German Statistical Office goes on 
with these reports -and it can hardly turn back — it is highly 
probable that the English Board of Trade will soon be called 
upon to follow its example, just as the German office has had to 
imitate our English labour statistics. My siirvi^y will b(‘ limited 
to the work of Korosy (1901), Wagon (19o3). Dermietzel (1900). 
Werner (1907-9), and that of the German Imperial Statistical 
Office itself.^ 

To the distinguished statistician, llr. Josef von Korosy, 
Director of th(‘ Statistical Bureau of the city of Buda-Pesth, is 
due the credit of having fu’sl senously faced the problem, and 
of having ojiened the now chapter in tlie history of statistics. 
His inquiry into the financial results of the working of the joint 
stock companies domiciled in Buda-Pesth during the quart(T*of a 
century between 1874 and 189^,“ was distinguished from previous 
attempts in a like direction by th(‘ elaborate discussion of prin- 
ciples by which it was accoinpani(*d ; and well-nigh the whole of 
the subsequent discussion has turned either upon tht^ validity or 
upon the feasibility of the principles there laid do^yn. He began — 
and here, rightly or wrongly, he has Ix^en folio wchI by all who 
have since worked in the field — by drawing a sharps distinction 
between the gains of companies as such and the gains of individual 
capitalists from investment in cdnipanies. Among investors, he 
coufined his attention to the holders of shares or stock, as distin- 

1 This list incUidos the most outstanding names. For other writings and 
statistics reference should be made to the very useful account of the whole move- 
ment written by the statistician who has subsequently boon put in joint charge of 
the official enquiry : Die Rentabilitdbt dtr Akticngesellschaften : ilire Fcststellung in 
omtlichen und privaten Statistikeu auf Grand den Bilanzon. Von Dr. jur. i^wald 
Moll, Gerichtsassessor. Jena, 1908. 

® Die finamieltcn Ergebnisse der AHiengesellschaftenwdhrend des letztm Viertel- 
iahrhimderts {187 4:-lS9S), Uberaetzung aus dem Ungarischen. Berlin, 1901. The 
inquiry did not extend to “ those unimportant companies which had only a few 
thousand gulden capital." It was an official inquiry in the sense that the material 
o^as obtained in reply to. a ‘‘ statute” of the municipality, confirme43 by the Hun- 
garian Minister of the I'aterior. 
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guished from debenture- or bond-holders, or any other contri- 
butors of capital contracting for a fixed interest. For these two 
distinct things, the earnings of companies as such, and the return 
to individual shareholders, Korosy and succeeding statisticians 
have used a variety of terms, ambiguous in Crennan and untrans- 
latable into English — Benic in various ccmil)inations being the 
most common. The problem, as a whole, has come to be spoken 
of in Germany as the problem of Bcntabilitai ; and that, again, 
is a term that can hardly he translaUMi. ilosl el’ the English 
terms that occur to one— even “prefil itself- -arc (‘Iv^gged with 
disturbing associations, and irnplv more ihftn we may want at 
the outset to be cominittcal to. 1 shall venture, ther(4'on\ to us© 
the least coloured of all ..vailabl<- \\ords, and to speak henceforth 
of company (jain and short lioidvT's guio. 

That company gain i"- diih re.it trem sbareholder’s gai,i follows, 
according to Korosy, from tlu* facd. thar the whole of the yearns 
profit, as disclosed hy the balance shecd- and the profit ajid loss 
account, is net (hstributed ninong the sharLlieldcrs in the shape 
of dividends, hut only that portion that the company detm'mines 
so TO distribute, after providing, c.c/., for reserves and for 
directors’ fees. 11 is from the balances, tluTcfore, that company 
gain must be ascertained. Ihit it was the asccn’lainment of share- 
holder’s gain that was Kdrdsy’s main object. This is consti- 
tuted, as a rule, mainly by the dividends paid, though it is a 
chief point of Kdidsy's argument that it by no means depends 
on dividends alone. Even mete dividend statistics, before 
Kbrosy’s time, had usually been vitiated l)y tlu‘ fatal defect that 
they presented simply arithnnd.ical, and nut weighted {guanti- 
f\zxric)j averages. The connnon jmiciiee had been to divide the 
sum of-ilu‘ declared rates of diviilemd by>tho number of companies, 
irrc*spc(3tive of their size. Thus, li two (‘oinpanies paid, the one 
5 per cent, and the other 10 per cemt., the usual practice bad 
been to speak of an average dividend of per cent. ; though, of 
course, if the 5 pejkccnt. was paid on a share capital of 10 millions 
and the 10 per cent, on a cajutal c){ one million, the average 
dividend on the whole* 11 millions was in reality only about 5*4 
per cent. This contention of Kdrosy’s has met with general 
. acceptance. His second contention went further : it wa^s that 
the shareholder's gain must be conceived of as the net surplu:^ 
remaining to the shareholdcT after reckoning iif every kind of 
receipt and loss associated wuth the investment. As a general 
proposition this is likely to be agreed to as soon as it is formu- 
lated ; the difBcuIty arises w hen we begin to set down the positive 
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and negative items. According to Korosy, we should reckon on 
the negative side (1) all actual losses of capital*, whether complete, 
as where a company comes entirely to grief, or partial, as where 
the shareholder has to submit to a reduction in the nominal value 
of his holding, or rescues out of a liquidation only a part of the 
original sum invested ; (2) his proportionate share of the ultimate 
net losses, if any, appearing in the last year of the company’s 
trading. This second item — which, however, in an account ex- 
tending over a number of y(-.ars, is likely to be a comparatively 
small one — has, as we shall see, been pretty generally called in 
question by later \Vriters. On the positive side Korosy would ^ 
add to dividends any other acquisitions, possessing a pecuniary 
value, which came to the shareholder from the company, l^he 
most important of these is the gain conferred on existing share- 
holders by a new issue to them of stock, either for nothing (bonus 
stock) or on preferential terms, i.c., at a pace lower than it was 
fetching, or would have fetched, in the market. On the otlier 
hand, Korosy refuses to include as gains or k^scs of the share- 
holder, as such, any increasti or fall in the markt^t value of his 
shares, on the ground that this arises from speculation and not 
from investment. This may, iudecHl, be the only feasible plan 
to follow; but, as to the (piestion of principle, perhaps as much 
may be said against Korosy 's rule as in its favour. 

Having thus determined th(^, actual sum of the company gain 
and the shareholder’s gain, the next question is how to arrive 
at the capital sum wherewith' the gain in either case is to be 
compared so as to obtain a percentage figure. Kor5sy has no 
doubt that the figure here needed is the total sum actually paid in 
by invcistors, and not only the nominally paid-up capital; and 
when companies issue tl eir shares at a premium chis may obvi- 
ously be a good deal more than the nominal paid-up capital. 

An example of Korosy’s procedure will make all this clearer. 
His final object — and 1 ought to have emphasised this before— is 
to ascertain the average annual gain over a 4jng series of years 
obtained by the whole of the capital, first, in the several lines 
of investment taken separately — banking, industrial, insurance, 
transportation, &c. — and then in the field of investment as a 
whole. Take, for instance, the banking institutions of Burda- 
Pesth. Kordsy begins by adding up the amounts both of 
nominally and of really invested share capital in each of the years 
of the period, and then sums up the annual profit balances 
(deducting losses), and compares, by way of percentage, the figure 
of gain to the two ‘figures of capital. The sum of the nominal 
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capitals with a claim on dividend in each of the years of the period 
—“the nominal year-capital” — was about 1,311 million gulden. 
On this the net return amounted to some 109 millions: and 109 
on 1,311 is about 8'3 per cent. But the real paid-in capital was 
much larger, since the shaios had usually been Issued at a 
premium. These premiums Korosy ascertains, and add.s to the 
nominal capital v)f each year, and so reaches the real “paid-in 
year-eapilal ” ; and comparing the same net protit with this oon- 
sidcrablj' largi'r capital sum, the real ••■ate of coinpany gain over 
the uuartcr-centiirv is found to bo tiu' noticeably lo.vcr ligure of 
7-3 per cent. ' • 

Then he turns to hie mori- (>ar;i<'ular (piest, the shareholder’s 
gain : — 

The items of Kocoipt aro 

IMillions of 
gulden 

1. Dividoi ds .. . 9o-20lJ 

2. (rain on bharcs iasued below market value 11*984 

108-186 

108T8G 

^ 7-788 
6-595 
•100 
'20G 


80 -085 aC-G86 
71-501 

This works out at 5’ 4 per cent, on tlui nominal capital, but 4‘8 
per cent, only on the real capital. I’H per cent, is, therefore, the 
figure* for the n.dil shareholder's gain in the banking business of 
Buda-L'esth over a period of a quarter of a century, though, as 
we have seiui, tlie company gain was as nuicli as 7’8 per cent, 

A percentage of 4*8 was cojisiderably less than capitalists wert' 
receiving during Uiis period wlio spent their money in the purchase 
of government o. immicipal stork, for they received 5*10 per cent, 
and f/5() per cent, njspc'ctivdj . It cannot fail to be surprising, 
therefore, that the application of the same procedure to savings 
bunks iSparkassen), with an -aetually paid-in year-capital of 
about a quarter th(‘ size of that of th(‘ banks, {u’oduccs the very 
different conclusion that, in that direction of tn vestment, 19‘3 
per cent, was the rate of shareholder’s gain — what Korosy justly 
calls “one of the most splendid investments conceivable ! 

Unfortunately, however, our author seems to have found him- 


The items of Loss are 

1. Losses of paid-up capital 

2. Losses of premiums on shares 

3. Reduction of capital 

4. Balances of loss on the last balance sliuots 
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self unable to carry out bis principles in all their integrity over 
the whole field of Buda-Pcsth investment. This will be under- 
stood when we look at the final table, to w^hich the. whole work 
leads up. I have translated the terms as best I could and 
shortened the table by omitting the hundreds (which will explain 
the slight differencx^ of some of the totals from the sum of the 
given items). 1 have also added the last line. 

TABLE I. (Kokosy). 


Calculation of the Net Shareholder's Gain {Aktienreyite) from Buda-Pesth 
Coftipanics (1874-1898) in guiden (000 omitted). 


i 

i 

1 Banks. 

to 

c 

a 

PQ 

to 

[ 

Ic ^ 

® § i 
PS ’ 

S Ph 
« 2 1 

-6 1 

Transportation 
C) inpanies 

cr 

d 

u "Z 
c.' ;:5 

S 

u 

in 

2 
-- S 

<1 

6 

Tear-CapitaJ, entitled to divi- ! | 

dencl ! 1,311,387 i 

1 ‘24C,f)0n 

1,504,84.0 

228.*>4‘-’ 

! 244,030 


3,0(‘*r,0S2 


RECEIPTS OK SHAREHOLDERS. ^ 


1. Dividends 

2. Payments from Rr serve 

3. Value of Prefeieiitial Allot- ; 

‘.‘(>,202 : 

4.5.043 

inj,008 ; 
2,0.50 1 
i 

21,] S3 j 
2, .385 

18,001 , 
1,105 ' 

.3.00; 

‘2s8, 203 
5,. 540 

ment... . i 

11,084 

h.,15o 

1 , 


5,122 

— 

S.5,050 

4. Gains Iroiu (icnwot^Schrtnen \ 


i 

1 — 1 

. 

101 , 

— 

154 

5. Payments on Wind inp.u]» ... ' 

— 


•2‘20 1 


i 

... 

220 

i 

josibh 

ol,li*o j 

io7,8r«<» 1 

28, .508 1 

2.5, .580 1 

3,'»0J 

.3.^0, :us 


1-OSSBS OF SUARBHOLJ)BRS. 


1. Loss of Paid-in Capital in i 

extinct <‘Oinpanie.s 

2. Lossliy Reduction of Capital 

3. Loss on Current Business ... , 

4. Loss on Preferential allot- 1 

ment . , 

27,783 i 
100 1 
2<». ' 

I’‘0 . 
700 

“*■» i 

r>,s7o 
1.3 U.37 

6 132 

1 1,‘»07 i OhO 1.107 

■ .5,.510 i — j 707 

2,301 1 — 47.S 

1 ! 

4.5. 0‘* » 
20,752 
'M 10 

1.5 

j 

2S,0','0 

f*.»0 ■ 

33,047 

0,740 . 080 ; 2,473 

- 75,882 

NET GAINS OF SHAREHOLDERS. 

i 1 


1 

80 ,ofi 

60,240 

74,218 

1.3,828 1 ‘24. .556 j 3,487 

251,436 

1 

Nominal Shareholder’.s Gain : 




! ' 


(per cent.) 1 

OT 

24-4 

4-0 

G 10 : 2-1 

7*1 

Noinmal Shareholders Gain i 




i 1 


(excludinj.? SavinKK Banks) 

— 

— '• 



5*8 

Real Sharebolder’.s <5ain (tier I 




A. j 


cent.) I 

4*8 

10-3 

“ 

! 1 



Thus Korosy’s final figure for the average annual return on the 
share capital is 5*8 per cent. 7*1 per cent, is the result of the 
calculation as a whole ; but i\or5sy assumes, for reasons which’*! 
find nowhere explained, that the exceptionally large gains of 
savings bank investments may bo properly omitted, with the 
result of bringing the figure dowm to 5*8 per cent. And in his 
concluding chapter he proceeds to compare investment in share 
form, with an average gain of 5*8 per cent., with investment in 
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other iorme, in debenture (Pfandbrief) , with its average gain 
of 5‘12 per cent. 

But now.it has to be noticed that, after all, 5‘8 fK^r cent, is 
only what Korosy calls “the nominal shareholder’s gain/* since, 
in spite of his own statement of principle, it is reckoned on the 
nominally paid-up, and not on the actually paid-in, capital. 
Either the figures for the sums paid over and above the })ar value 
of the shares, in all classes cf business other than (ho two liranches 
of banking, were not obtainable, or tl^e calciilaijon pro\t‘d too 
laborious. Anyhow, Korosy did not ascertain their aLiouiit; and 
tbertfore, to get comparable figures, he haS to fall bacdv, m his 
final summation, on the nominal paid-u; capital even in hank- 
ing. He emphasises the fact that “the gain that sliares really 
obtained was considerably less than the figure now shown (5*8})er 
cent.;, because the calculation is based on the relaiicn of the 
net gam to the nominal capital, though in reality only a part of 
the investment was ejected at par.“ If anything like the same 
allow\ance has to be made fur the wdiole field of investment as 
in the case of the banking institution j, i.c., about oiu‘-fiftb, the 
final figure w’ould be reduced to somewhere about 4*7 per cent. 
That a fifth might be a reasonable addition we may, perhaps, 
also conclude from the circumstance that it is just that amount 
that has to be added to the nominal capital of Ge rman engine(‘ring 
concerns, as we shall see later from Werner’s figures. 

I have already, in passing, cast doubt ii|:xin more than one item 
in tile accouni. The most dubious is the “Jjoss on Current 
j3usiness,“ tlie concluding balances of loss on certain of 

the profit [ind loss accounts. Most of the lafiu’ statisticians whom 
I shall have to refer to are of opinion that, in including this 
item, Korosy has sinned against his^iwui canon of the sharp 
distinction between company gain and shareholder’s gain. An 
unfavourahlo balance sheet indicates a loss to the company, not 
to the shareholder as such — unless and until it leads to a loss of 
dividend or capif#l. If we strike out the nine million gulden 
under this bead, v\e shall pull up our final figure from 4*7 per 
cent, to 5‘1 i>er cent.^ 

And this final result, 5*1 ptT cent., turns out to be identical in 
amount with the average interest of debentures, viz., 5*T2 per 
cent. So that the conclusion that 1, and not Korosy, draw from 
Korosy’s figures is that shareholders and debenture holders in 
the long run obtained the same gain. That gain was also just 

1 There are other dubious items, but the sums under each arc too small to arileot 
the h«al re®»^t. • • 
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what was paid on State bonds in those years when the credit of 
the State was at its best. State bonds, indeed, involved no small 
element of risk, and their interest was, perhaps, not all “pure” 
or “net ” interest. If, accordingly, we identify pure interest with 
the interest paid by the savings banks, i.e., 4*14 per cent., and 
define net profit, as some economists do, as the amount by which 
the gain of the investor as such exceeds net interest, we arrive 
at the interesting conclusion that the most that can be assigned 
to net profit over the whole field of Hungarian investment for a 
quarter of a century was just about 1 per cent. 

Eeturn, howevei^ to Korosy’s own 6‘8 per cent., which is near^ 
enough for our purpose to the figure which I should myself draw 
from his data. Is it anything more than an arithmetical average? 
Has it any representative or typical character? Well, certainly 
it does not represent anything properly called a “ level ” of gain 
as between the several branches of investment. It is compounded 
from amounts of gain w^hich, as we see from the table, represent 
the following percentages on the capital — transportation com- 
panies 10 per cent., banks 6‘1 per cent., insurance companies 
6 per cent., industrial companies 4*9 per cent., other companies 
2'1 percent. It does not follow that there was no “tendency'* 
to a common “level.” But clearly a quarter of a century was 
not long enough in Hungary to exhibit a realised level. 

However, an average is by no means without significance, even 
if it does not represent a type. And, therefore, let us look more 
closely at Korosy'e 5*8 per cent, (or our suggested 5*1 per cent.). 
What exactly does it mean? It moans that that is the percentage 
of gain that would have accrued to the whole body of share- 
holders -if, subscribing to the shares at par (or, in the case of 
my smaller figure, at thojictual price received by tne' companies), 
they had kept possession of their shares ever since, or had parted 
with them at the price which they had themselves originally 
paid. It is the gain that would have accrued to a single person, 
“if we have recourse,” as Korosy puts it, “to'ihe fiction that all 
the capital invested in shares was the property of a single share- 
holder.” It is “the general gain” of “the general shareholder.” 
Now, from the point of view of the individual shareholder, this 
is an obtrusively violent fiction. How large a proportion of t*ho 
Buda-Pesth shares were retained throiigliout the period in the 
hands of the original subscribers we have no means of ascertain- 
ing ; but undoubtedly an increasingly large number of share- 
holders, as the time went on, had bought their shares from 
previous owners, at*a price above or below par (or the original 



1910] THE STATISTICAL MEASUREMENT OF PROFIT 


m 


price, whatever that may have been). The annual gain to each 
individual was, ii need hardly be said, what vve commonly call 
‘'the yield to him at the price he paid. This is so evident that 
even Korosy himself, as he gets further into the investigation, 
seems to tire of his “fiction,'* and to lay more and more stress 
on yield. 1 shall return to this by and by. It will be sufficient 
to notice here that though the yield to the investor is of most 
consequence to him indhidually, no genera) pt rcent.age ff yield 
can possibly be statistically determined, until we know the price 
at w^hich every share was ever sold during the periou. Tf it is a 
violent fiction to suppose that all Mie shdl’os ))ad becTi retained 
by the original subscribers, it is a no less violent fiction to sup- 
pose — as some statistiesans have done- -that they wore all pur- 
chased year by year at the market piiee of the year (whether 
that price be taken fn^in tlie t)egiiiair)g. the middle, or the end, 
or from an average of the ih^st of ea. h inomh or the end of each 
week). Moreo'^’or, figures of yield arc apt to be absurdly decep- 
tive. The price paid to a })revious holder of stock, wli(‘t]ier above 
or below the original price, does not enter into the working of 
the business : the company can only make use of the original 
price. And the yield, in consequence, may bo at almost any 
distance removed from what vve may conceive of as the earnings, 
in the operations of th(' concern, of the capital originally sub- 
scribed. 

We see, then, that shareholder’s gain, though it differs from 
wffiatthe term might at first sug^iist to some rciiders, does inform 
us of a fact of enormous economic significance, i.e., of the average 
capacity of capital to secure a return, over and above its own 
replacement, when ^invested under conditions of limited liability 
and dissociated from any active shar^ in the ordinary manage- 
ment. In these Buda-Pesth companies, inanagomtuit, so far as it 
was paid for by regular salaries, w as deducted as w\>rking expenses 
before declaring profit or dividend. The cost of the higher 
management, coEinionly paid for in Hungary, as in Germany, 
by commissions (Tantiemes) to the directors, was likewise de- 
ducted, but after the profit had been announced, and it was taken 
out of the profit before the remainder w’as distributed as divi- 
(fends. From balance-sheet profit were also deducted the appro- 
priations to reserve ; and evidently, if rescirves an^ necessary to the 
successful wwking of a company, they cannot lie fncludod in share- 
holder’s gain. According to a most instructive estimate of 
Korosy’s, balance-sheet gross profits were divided in the foUow- 
ing propc.i*tions • • 
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Shareholders (aecording t;o the figures of the last ^{yeara) 74*52 per cent* 
Beserves ( ,, ,, ,, SJyeara) 9*43 per cent. 

Directors’ Fees ( „ „ „ 20 years) 8*32 per cent. 

What became of the rest, he does not tell us. It is this 74 
per cent., or, roughly, three-quarters of the nominal gross com- 
pany gain, that we can alone regard as absolute business profit; 
and this, we have seen, was, in Hungary, over a period of a 
quarter of a century, somewhere betwreen 5 and 6 per cent, on 
the capital actually put into industrial and commercial operation 
by the investor. What we are to call this fact, how it may be 
further abstractly analysed, just what functions such invest6rs 
fulfil, and in what sense they are “undertakers,” are all questions 
which remain to be considered ; but it seems to me no small 
advantage to obtain a wwking estimate of the magnitude of the 
quantity we have to explain. For obviously the explanation 
must depend on the magnitude. If our figure, instciad of being 
5*8 per cent, (or 5*1 per cent, on my reckoning), l)ad worked out 
either at something very much less or at something very much 
greater, we should certainly view it with different eyes. 

On the subsequent investigations we need spemd less time'. 
That of Wagon (190d) was an appiicatiun of Korosy’s procedure 
to the statistics of such Glerman eompanies as are quoted on the 
Berlin Exchange.^ As this is one of the publications of the 
Political Science Seminar of the University of Halle, and the 
author expresses his obligations to Professor Conrad for sugge’st- 
ing the inquiry aud advising him during its progress, we may 
regQird the methods employed as sanctioned by Professor Conrad’s 
high authority. Like Korosy, Wagon distinguishes between 
company -gain and shareholder’s gain; and, like Korosy, it is in 
the latter that he is most ii^lerested. Like KoKsy , again, hg seeks 
to discover the average over a long period of years— twenty , or 
even, where his inat-erial allows it, thirty years (1870 or ’80 to 
1900). But, unlike Korosy, he does not calculate a general figure 
for the whole field of investment, but stops ^lort with a per- 
centage for each of the several industries. Th(j following table 
is an adaptation of Wagon's final table, with the nominal amount 
of share capital in 1900 added to give some sort of impression of 
the relative importance of the several trades. * 

In his calculations of shareholder’s gain, Wagon has appar- 
ently deducted Yrorn the sum paid in dividends, not only all 
ascertainable losses of capital, but also— following the precedent 

^ £ie finmizielle Eniwi cklting deutscher AktiengesellschafUn vm 1870-1900. 
Voil Dr. Edouard Wagon.* Jena, 1903. • 



1910] THE STATISTICAL MEAStTBEMENT OF PBOFIT ' 541 

of Korosy — loss on current business recorded on the balance 
sheet of the last yorir. The amount, it is true, is so small as 
hardly perceptibly to ’afloct the percentage fifjure. He does 
not, however, follow Korosy’s more lej^itiinatt^ example and 
estimate the money value of the prehu’tuict' ^iven to shareholders 
in new issues. On these two aceoiints his ivrkonin” j.’airi to 
the shareholder is possibly a littk^ lower than it should be, On 
the oth(jr hand, the capital sum with which lie eompares it is 
apparently “the nominal year-capital “ of Korosy’^' noinenelatun^ ; 
al\:hoiigh w^e have evidence that in sonu' Trades, at any rate, a 
good deal more was aetnally ( \,hi in hy f1)e 'iluireholders. We 
can only conjeeture than tiu‘ omissions in the reckoning <d the 
capital may have more or less haiaiued tiu- omissitms or mistakum 
deduelioiis in the r(‘ckoning of the gain. 


TABLK Tj. (\Va( on). 



German Coniptin 

iea (1870 IXX)). 
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Chenucal 
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Paper 
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' 14-25 
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Metal 
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JI*9B 
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Milling 

5-42 

5-12 

; 6 77 

10-75 ! 

Wood . 

2-34 

4-01 

G-64 

4-80 ; 

i^ath% 

3-11 

3-74 

' 4-82 

110-42 

Building 

{-0-58) : 

1-56 

3-79 

42-50 i 

! 

Cictb' (woollen) 

i - 2-30) i 

1 

1*45 

i 5-56 


So far, wc have been dealing with conceptions already familiar 
to us. But Wagon now introduces some new considerations by 
urging that the total capita! involved idas viifarbeitende Kapital) 
is more than the share capital. It is, he says, the share capital 
plus accumulated reserves iechte Heserven, not mere renewal or 
repayment funds) plus loans of the nature of debentures or 
mortgage/ Wagon asserts that the figure* of gain ought to* be 
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recalculated on these larger bases, and proceeds to do so, with 
results which I will give for two industries,’ coal-mining and 
engineering. 


1880-1900. 

Coal Mining 

Shareholder’s 

Company 

Gain. 

Gain. 


Per cent. 

Per cent. 

On Share Capital 

7-42 

910 

„ ,, -flloservcR 

6-53 

7-98 

, , , , -f Reserves + Debentures . . . 

6-23 

7-47 

Machine Industry 


• 

On Share Capital . 

709 

10*17 

„ ,, 4 - Reserves . 

6-23 

8*94 

,, ,, Reserves + Debentures ... 

6*02 

8*40 


It is not clear wh(‘ther, in reckoning on a capital figure which 
includes dehemtures, Wagon has remembered to add debenture 
interest to the gain. 

Calculations of this kind are interesting. I'hvy rc'uiind us 
that th(‘ operations of a business depend on the total capital which 
it is able, or thinks it wise, to command. But even Wagon’s 
estimate of the' co-operating capital is not coinpictci, or it would 
not be it it n iatc'd to Ihiglish companies; for it does nch include 
bank overdrafts and advances. From the point of view simply 
of tlie amount of capital actually made use of by a company, 
there is, I supposii, no economic distinction between the capital 
borrowed from an iiidividual on the terms of a (bdxmture and 
c:a])ital borrowed from a bank subject to l all. 

Bui the vvhohi calculation se<ans to me inajipropriate and 
misleading so far as sliarcholder's gain is eoneerned, and ojien 
to a good deal of erilieism so far as company, gain is eoneerned. 
What the shareholder is t j be credited with is the amount of 
his own investment. Debentures, and even reserves, are forms 
of control of cai)ital which his investment has been able to 
command, but they an; not part of the investment. As to the 
company, there is something to be said for reekomng in reserves — 
since reserves, like share capital, are th(‘ property' of the company 
as such. Yet, as the reserves are themselves the n;sult of the 
employment of the actually subscribed capital, it seems to me 
more convenient to keep the two concefitions apart, both in 
thought and in statistics. And c'ertainly debentures should be 
(excluded : they represent an outside obligation, and their employ- 
ment is subject to conditions vitally different from that of the 
share capital. 1 suspect that calculations such as Wagon has at- 
tempted are inspired, fxThaps unconsciously, by a desire to reduce 
the figure of gain to a* point less apparently open to criticism from 
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the enemies of capital. But to diminish the percentage of gain by 
adding in any way to the capital that the imlividual shareholder 
has actually invested is not, T should have supposed, likely to 
be permanently convincing. 

As Wagon's work is the product of Hallo, so that of Dorruielzel 
(1906) is the product of Gottingen : it announces its(Uf as a 
doctoral dissertatiiui, inspired and assisted l)y fh(‘, distinguished 
economist and statistician, Professor licxisd ]i covers a period 
of twenty-six years (1876"19()‘2\ and deals only with the larcfcr 
German companies, -/.c., those with a capital of not h'-ss tlian 
ten million marks, hut excluding railways. “It is clear,” 
therefore, as th(‘ author observes, “that the (*onchisions here 
reached cannot be regarded iu- applying to the whole field of 
investment, since the companies examined form, in a sense, a 
favoured group : their k ige, ‘‘apital (jhvioiisly gives them a })osition 
of advantage in busin<‘ss eompetition.” 

J)ermietz(‘rs work represents a new departun^ both in the 
object aimed at and in tlie method of presemting the statistical 
results. As to the object : wlien, afu*!* much acute criticism of 
Kdrdsy, Hermietzel enbus upon his ovvti impiiry, we an', left to 
oursc'lves to disc'ovcu* that the Ciottingen dissertation has really 
abandoned the task as the' Buda-Pestli statistician conceived it. 
It does not aim at asc<‘rtaining tlu' total ned gain of (uthcT 
company or shareholder: but contents itscif with registering (1) 
the nominal or declared dividend, and (2) the yield which that 
dividend r<‘[)restmts at the markef jince of stock at the Ix'ginning 
of the year. It is tlic yi<id, h<‘ decia r(‘S, that is meant by 
Bentabiliidf in ordinary Gcuinan spcx'di ; and, accordingly, that 
is what he calls it tbroughout. Obviously, the task .Dc'rmietzel 
sets belorc iiiiiiself is iTicomparably eas^^r than Kbrbsy’s. 

And a> to th(‘ form of summing up th(‘. results : Derrnietzel 
abandons altogether the nu'thod of a “gcijeral” avcTage teven 
weighted) either for invcstment*as a whole or for particular indus- 
tries, on the groiflid that it has no tyj)ieal character. The 
reckoning of a general average, he argues, is only worth while 
“w^hen w^o can expect that it will correspond, in a majority of 
cases, to the actual results in the siweral companies. ^But is 
that to be expected? Wc must answer in the negative, both for 
companies in the same year and over longer periods. A certaiji 
tendency tow^ards equalisation there may certainly be. But 

there are so many obstacles in the w^av of an actual equalisation 

\ 

^ StaiisHsche VniersiLchungen uher die Kapitalrenifi dcr grDsserm deutsch^n 
AkiimgesellscJiaften {mii Amschluss der Eisenbahnen) vqp. 1870-1902. Von Otto 
' Derrnietzel. Gottingen, 1906. 
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that, even if we can suspect some such tendency, an actual 
levelling is not to be seen.” And, after giving some examples 
of wide differences, he concludes “in statistics of Rentabilitat, 
the average has no great material importance, but is a purely 
arithmetical abstraction.” No doubt it is Professor Lexis whom 
We are here listening to. In place of averaging, Dermietzel 
employs the method of grouping, which brings out the relative 
prevalence of various rates. 

He sums up his yield figures in a table from which it apjiears 
that the “predominant ” or “usual ” rates of yield were from 4 to 
6 per c(uit., siruH‘ that was the range of yields for some 70 per . 
cent, of th(‘ market valuci of the shares. But this docs not help 
us far towards what we have been seeking. Dermietzel, however, 
so far d('])arts from his advocacy of mere yield figun^.s as to give 
us a ta])le of dividends, from which it appears that the pi’edorni- 
nunt rates of dividend were from 5 to 9 pc‘r ctnt., though in 
many years the pn^dominance was only that ol rather more tlian 
half the share ca])ital. As to the inadequacy of dividend calcula- 
tions which omit all other sources of gain as well as all sources of 
loss, and are calculated on the nominal (‘apilal, 1 can but refer 
once more to Jvordsy’s argument. 

We COITUS now to the most recent of tJie private investigations, 
that of tJie engineer, Ernst Werner.^ This is the most intensive 
of all tlie inquiries, for it is limited to the one industry of 
engineering. It is also the most complete ; and its astounding 
thoroughness in some directions will be realised when we notice 
that for certain recent years our author has ground out no less 
than ten different percentage figures, one for each of ten senses 
in which he thinks the term Rentabilitdi c^n be used ; and tins 
for the industry as a whele, for each of its seven branches, and 
for each of the three gradations of size in each braiichc Yet not 
one of Werner’s ten senses is the sense in which Korosy under- 
stood the object of his search ! 

Before looking at the Rentabilitdt figures, let us notice 
Werner's remarkable calculation, already incidentally referred to, 
as to the relation between nominally paid-up and actually paid-in 
capital.* He finds that, in the engineering industry, the 
capital with which the shareholders bad actually parted 

^ Die finamiellcn Ergebnisse der deutselicn Matchinenbau-AkliejigesellscJiaften. 
Von Ingenieur Ernst Werner, in ThUnen-Archiv. II. 4 (1908). This deals chiefly 
with the figures of 1907. A summary statement of conclusions based on the figures 
of lg06 is given in Technik wid WirtJiscliaft, May, 1908 ; and a like brief statement 
for 1908 (with modificatiotvs of method suggested by the Governmenlj^ report which 
had by that time appeared) in Drucksac^ 1909, No. 12 of the Verein deutseher 
Ma$ehinenbatuin8talten (the lattei kindly supplied to the writer by the author). 
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(tatsachlich von den Actiondren in das Unternehmen einge- 
brachtes, or hineingestecktes, Kapitai) exceeded, in each of the 
years 1906, 1907, 1908, the amount of the nominal share capital 
by just 26 per cent. The result of a further investigation is to 
show that this excess tends to diminish. While in companies 
formed before and during 1870 it was as much as 55 per cent., on 
those formed between 1901 and 1907 it was only about 1*6 per 
cent. A comparison of the quinquennial figures from 1881 onward 
indicates — what we might have ex})ect»'d —that siibsc. iption above 
par was much more common in boom perio(^. 

Now as to the Rentabilitdf figrrtvs. 'fht* one which most nearly 
approach('s Koi osy’ i goal is the pereentage representing the pro- 
portion of the sum paid as dividends to the capital actually 
invested by the sharehokhu's. For th(' three years 1906-8 this 
figure lor the ongineeriug trade as a whole, according to Werner’s 
reckoning, was 6*3. 6*9, and 0*7 per cent, respectively The 
inadequacy of this calculation, from the.' Korosy point of view, 
in that dividends alone are taken into con si deration, is by this 
time sufficiently obvious. But I will not attempt to correct 
these figures of Werner for particular years, because he gives 
us also a long-period figure more suitable for placing by the side 
of Korosy 's percentages. For the whole engineering industry, 
so far as and so long as it has been organisi'd in the company 
form, i.( for a period of some forty years, he works out for the 
proportion between dividend payments and total actually iiivostcHi 
capital a [lorcentage figure of 6*46. The table, which is one of 
remarkable interest, is given below. The capital sums are what 
IvoroRV calls “year-capitals,” i.c., the summation of all the capitals 
of each year. 

^ TABLE III. (WwRNE^q. 

Business Eesulti^ of German Engineering Enterprise, since, and so far as, it has 
been orga^iised in the Company form. 




Sum of all 

Sum of 

Percfntagi 

Percentage 


Uie Nominal 

Uie Capitals 

ol Divi- 

of DividemU 

Brail 1^1 • 

.Hrtually 

all lh<5 

(lornis to 

to Capital 
really 



invested by 

Di vidcuds. 

Nominal 



SharohoUiors, 


Capital. 

invested. 

1. General Engineering 

Marks in 
millions. 

2,920*2 

Marks in 
intilionii. 

3,699*0 

Marks in 
millions. 

196*2 

6*70 

^•40 

2. General Engineering in as- 
sociation with the build- 
ing of locomotives 

1,388*1 

1,746*1 

123*1 

^•84 

70S 

3. Ditto, Shipbuilding 

886 5 

956*6 

64*2 

7*27 

6*74 

4. Machine Tools 

658*8 

808*0 

42*5 

6*49 

5*29 

5. Textile Machinery 

231*3 

238*2 

23*7 

10*30 

9*97 

6. Agricultural Machinery ... 

318*9 

349*8 

24*4 

9*90 

T00\ 

7. Engineering Manufactures 

1,266*8 

1,501*7 

319;4 

9*40 

7*93 , 

Totals 

7,671*0 

9,200*6 

693 -T 

7*75 

6*46 
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We may have the more confidence in this figure 6’ 46, so far 
as it goes, because, although we have nothing to compare that 
with, we have something with which we can compare the accom- 
panying figure, 7*75 per cent., which Werner gives as the propor- 
tion of dividends to nominally paid-up capital. For this 7*75 per 
cent, for German engineering, from the beginning (a year or 
80 before 1870) down to 1907, is pretty near Korfisy’s similarly 
calculated 7*3 per cent, for Hungarian metal and machinery com- 
panies for the period 1874-98. And Wagon’s somewhat smaller 
figure, 7*09 per cent., for German engineering, 1880-1900, was 
obtained by reckoning in capital losses. 

Ki'tiirning, then, to 6'46 with renewed confidence, let us 
consider just what it means. It means the percentage relation 
of the gain by way of dividends, and of dividends only, to the 
capital actually paid in by shareholders. But does that complete 
the account on the side either of receipt or of Ioe^s? Were there 
no bonus shares, or shares issued to existing shareholders on 
preferential terms? Korosy added to the 103 million gulden of 
dividend receipts of Hungarian shareholdtTs in “ iudust.iar’ 
companies some five million gulden as the value of these other 
privileges. If proportionate advantages accrued to tlie share- 
holders of German engineering concerns, we should have to add 
to the 593 million marks of dividends some 29 millions of extra 
gains. Much larger is the omitted item of loss. According to 
Wagon, the capital losses of the German engineering industry 
arnciiinted to more than 60 millions between J870 and 18H0, and 
to more than 23 inillions betw'een 1880 and 1900. As there must 
have been some losses before 1870 and after 1900, a deduction 
of 100 inillions for (capital losses would seem a safe estimate. 
The resulting figure of ^>522 for net shareholder’s gain (i.c., 
593 + 29- 100), will reduce the percentage from 6*46 to 5*68. 
And some such ligure as this — say 5-6 percent. — is probably the 
best figure we can get for our purpose. In a sense, no doubt, it is 
unreal ; it is wdiui the “general shareholder” vtould have received 
over the course of four decades from engineering investments if 
he had never parted with them. But that is the same thing as 
saying- that it w as the surplus share of the product w'^hich w^ent 
to those who contributed capital, who undertook the limited risk 
involved in the investment, and exercised the amount of control 
which falls to the ordinary shareholder — the share, that is to say, 
remaining after all the working expenses had been met, including 
th^* remuneration both of directors and managers and the interest 
on borrowed mone^y. This surplus went to someboc^ ; and if it 
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did not go to shareholders who entered later and bought these 
shares at an enhanced price from previous holders, it went to 
those who had sold c^ut at the capitalised value of the expected 
dividends. 

And now let us observe that, while at the beginning of the 
period, about 1870, the rate of interest in Germany in safe invest- 
ments was somew’here about 4^ per cent., it sank to per cent, 
by 1885, and to 3 per cent, by about 1895 , since then it ha« gone 
up again to about 3| per cent.* Taking 3J per cent, as about the 
average for the whole period, 'we see th|it, accoiding to the 
terminology of those who regard as '‘not’* profit only that gi.in 
from investment which is over and above “the current rate of 
interest,” the “net” profit in the German engineering industry 
has been about 2 per cent. 

We must again niuitul ourselves, indeed, that such averages 
are very largely of a merely arithmetical character. Werner’s 
result, 6*46 per cent., is brought about by combining figures as 
divergent as a tiifle under 10 per cent, in the textile machinery 
branch, 7 i)er cent, in the locomotive and agricultural machinery 
branches, and some 5J per cent, in the machine tool branch. 
The undoubted levelling tendency has, we perceive, even within 
one great industry, be(‘n far from effective in bringing about 
an actual level as betAveen the several branches. Yet we 
might have supposed that capital would have been pretty fluid as 
between the several branches of ap industry like engineering, and 
that forty years weie long enough for apparent divergencies to be 
smoothed away. 

Werner's figures repeat the h'sson of Korbsy’s table for 
Hungary, with the additional emphasis derived from comparison 
between branches of the same trade. TSiey show, 1 think, pretty 
conclusively, that the proposition can no longer be accepted (if, 
indeed, it is still maintained) that tliere is such a thing in actual 
fact as a general level of profit. And 1 venture to think, also, 
that this is a concTusion of some practical importance ; for even 
some economists who were careful to speak of the tendency simply 
as a tendency were apt in their discussion of such a topic as the 
incidence of taxation to assume that the tendency reaches ils goal. 

And now, at last, we come to the Report of the German Im- 
perial Statistical Office for the business year l9()7-#8.^ It follows 
the principles formulated in a Memorandum drawn up by the OflBce 

* Cf. Sohm oiler, Grundriss § 193 . 

^ Die Oeschdftsergebnisse der deutsc}ien Ahtie7ige$ellschaften im Jahre^ 1907-8? 
Vierteljabrshelte zur Statistik des Deatsehen ReichB ; Ergiinzungsheft zu 1909. II, 

O O 2 
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itself, and accepted by the Annual Conference pf Official Statis- 
ticians at their meeting* at Nuremberg in May, 1908 ; and it arrives 
at four figures of Rentabilitdt, two for the companies as such and 
two for the shareholder. The two figures for company gain are 
derived from the comparison of the total amount of profit for the 
year (deducting loss) — after taking out all that the Office regarded 
as working expenses, but not directors’ Tantiemes — with (1) the 
share capital entitled to dividend, and (2) the business capital 
{Unternehmungs^KapitaD . “Business capital ” is Wagon’s inter- 
mediate stage on the T’^ay to his “total capital invested,” and it* is 
what some writers call werbendes Kapital, The Statistical Office 
will not go quite as far as Wagon, but it attaches much import- 
ance to the conception of business capital (i.c., share capital 
entitled to dividend plus reserves proper). The two figures 
derived from comparisons of gain with two such diverse concep- 
tions of capital differ, as we might suppose, very considerably — 
they are lOT per cent, for the former and 8*4 per cemt. for the 
latter. Neither of these figures include concerns which were 
wound up or entered into liquidation during the year. 

Now (^omc to shareholder’s gain. Here the two figures are 
derived from a comparison of the sum paid as dividends with 
(1) the total share capital entitled to dividend, and (2) the share 
capital of those companies only which declared a dividend. The 
second figure is obviously valueless. It is the first of the two, 
viz., 8T per cent., on which must concentrate attention. As 
an indication of the real gain of the shareholder, this figure, as 
the Keport itself justly remarks, must be reccuved “with a certain 
reserve.’^ For, first, it pays no regard to companies wound up or 
in course of liquidation during the year. For thic omission the 
Report is cautiously apologetic. It recognises that the calculation 
cannot be regarded as complete so long as it is limited to going 
(tdtige) concerns : other concerns are “ not yet ” included on two 
grounds. One is that capital losses belong to more than one 
year ; the other is that the Nuremberg Conference decided to 
leave them out. But how serious is the omission may be judged 
from Hie fact that the companies wound up or in liquidation in 
1907-8 tad a nominal share capital of 400 million marks. If ^we 
conjecture that half of this capital would ultimately be lost, and 
accordingly deduct 200 from the 1,022 millions of dividend 
received on the 12,663 millions of paid-up capital, the 8T per 
is reduced at a swoop to 6’5 per cent. And paid-up, as we 
have said ad nauseam, is not the same as paid-in.^ Werner, it 
will be recalled, reckoned the really paid-in capital in the engineer- 
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ing trade as about one-fourth more than the nominally paid-up. 
If anything like this proportion held good of German companies 
in general,, the real percentage of shareholder's gain for 1907-8 
would be further reduced to some 5**2 per cent. 

After all these years, then, of preliminary non-ofticial studies, 
the official report preeddes the investigator of bnsiih^ss conditions 
with only a part, though a very welcome part, of the data which 
he needs for ascertainment of shareholder’s gain. It is, 
perhaps, as much as cai safely be done as sr beginning by a 
government offict\ But two of the other data which are clearly 
necessary for an economic judgment, fiz., the prices of the 
original subscription and the conii.n losses on reduction of capital 
or liquidation, are already pubiislu'd by s^ock exchange handbooks, 
and are evidently ubttJjinble If it is thought that an official 
estimate of shareholder’s average real gain— everything considered 
— is too risky for a. govertiment office : that it will be too “subjec- 
tive,” or that it will give m, handle le Bocialist or anti-Socialist 
controveisy; then one would suggest that the office should just 
print the data in question as an appendix to its prc'sent form of 
report, and leave private statisticiaiis to dra^v their own eoiiclu- 
sions. Jt will be rendering grt'atcr service by doing this than by 
following the advice of the Nurenn berg C’onieienci'. and preparing 
tabk's of yield at maiket prices. For any stockbroker’s list wall 
giv’e us that information ; and wlial the economist wants to know 
is what the sup[)liers of capital to business conc(Tns g(‘t in the long 
run over and above the capital 4liey actually put into them. 

In this article, we have be(‘n eoni*erned only w^ith Plungarian 
and 0(Tman companies, and bavf* confined ourselves to the con- 
sidera, lions which Hungarian and German statisticians have 
themselves brought under or.r notice. When we turn to the 
problem as it makes its appearance in England or America, we 
cannot but feel that the conditions we havt' been studying repre- 
sent a relatively*early stage in eonijiany organisation, and that, 
difficult as the pioblera was that confronted Korosy in 1900, it is a 
far more difficult one that confronts the English or American 
statistician in 1910. Modern “trust* finance “—the finance of the 
great new industrial combinations — creates difficulties in the way 
of gain statistics that will tax the highest skill of the economist 
and accountant — if, indeed, they are not insuperable. The funda- 
mental question, as it is view-ed in the preceding pages, is the 
return to capital actually put into the working of bnft^ess 
concerns. But where, as is increasingly the case, a companji is 
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a conBolidation of a number of previously existing concerns, its 
capitalisation commonly represents, besides the 'val nation of plant 
and the like (which iuTestors in the past have, presumably, in 
some form or other paid for), a very large allowance either for 
“goodwill,” or for the anticipated value of “the economies of 
combination,” or for both. If the purchase price is paid to the 
vendors partly in stock which they retain, that portion of it 
which answers to goodwill or “expectation” does not represent 
any actual investment by anybody. If, on the other hand, this 
extra stock is either, in the first instance, taken by the public 
and the vendors paid^ out of the money so subscribed, or given 
to the vendors and by them sold to the public, there is a real invest- 
ment on the part of the public, but the sum invested goes into 
the pockets of the vendors, and is not available for the business 
itself. 

But I must content myself for the present with i^idieatiug the 
general character of the situation. The purpose of this article 
is merely to open the discussion ; and a review of the rontinentai 
statistical work is, perhaps, even for us, the best path of approach. 

W. J. ASHLiiY 



ON FINANCIERS’ PROFITS. 


The theory of diairibiition, in the form that may he r^^garded 
ar; orthodox at the present day — let us say, as presented in 
Marshall’s Feononu'e.? —divides the v hole {Produce of industry into 
shares that are earned and dee te particular elements of pro* 
ductive power. These shares are, of course » due only in an 
economic, not in an ethical sense. The attempt to give every 
one his “due’’ — ethically -'h' apt to Jead to the impossible prob- 
lems satirised by Mr. Smart wdiere he discusses the share of 
the product thf.t a wise government might award to Miss Corelli 
in return for h( ; novels. Leaving such attempts aside, we have, 
no doubt, to accept as our guide in distribution, w^hat each pro- 
ducer is able in the actual situation of affairs to secure, and then, 
if we wisli, to compare this state of things with some ethical ideal. 
It is a matier of satisfaction, therefore, that the pure theory of 
economics is able to offer reasons why such and such a share 
goes to labour, to capital, and so on ; and the existence of such a 
rational basis for distribution at the present day undoubtedly 
gives tlie mind a certain degrees of contentment with that distri- 
bution which the mere unexplained differences in wealth between 
individuals would not give. But I think most readers will have 
found 'this— limited— impression of contentment reduced to a 
miiiiifium, and the intellectual satisfaction of the theory to be 
somewlipt lacking on one jx)int : the treatment of the capitalist- 
entreprencur. The object of the present article is to examine 
certain assumptions of the distribution theory, with a view to 
rendering this pmnt clearer. 

The th(;ory of the return to land was the first to be made clear. 
We have learnt to look upon land as consisting of a very great 
number of possible sites for occupation— take the case^of a city, 
for definiteness — to be obtained in pieces as large or small as may 
be needed by the occupier, and varying, extremely, but con- 
tinuously, in their advantages. In one city of moderate size there 
may be a hundred thousand such pieces, varying in size from the 
smallest that a habitable house can be put on upwards, tod in 
value froir. the site of a suburban cottage to that of the choicest 
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business sites in the middle of the city. These hundred thousand 
pieces of land are probably owned by several thousand persons ; 
and even if many are in the hands of a few rich men or land com- 
panies, there is effective competition in nearly all (if not all) 
cities ; and still more so when the compf^tition between different 
cities is taken into account. We have, therefore, a land 
‘^market** in which there are many thousands of buyers and 
sellers; with the result of a clearly graded valuation. Prom, 
perhaps, £25 an acre in the outskirts, to £250,000 an acre in the 
centre, a skilled valuer will always be able to give a close estimate 
of what a piece of land, is worth— what is “due” to the owmer of 
this factor of production. .It wdll be at once (wident that the 
cause of this pn'oision of value lies in the great number of indi- 
vidual bargains : it is a statistical result. 

The tluH)ry of wage's is similar in this rospc'ct. We fueture 
employers and employed as constituting a market, in which they 
bargain, with the result of fixing — for th(', given time and countiy 
— rates of wages suitable for the various grades of labour. The 
bargaining is sometimc's done collectively, as wdier*' a trades 
union makes terms for all its members at once ; but it is, none the 
less, competitive, and tii(' result can be treated by statistical 
methods, for in any trade there are numerous employers ; and if a 
trades union becomes so strong as to exert monopolistic pn'ssure, 
its power is limited by several circumstan(‘('s — by the existence of 
a mass of outside labour more or less capable of adaptation ; by 
the influx of youth into a trade that has become exceptionally 
advantageous to the workmen ; by the restriction of output that 
must result from too great pressure on employers, and the conse- 
quent attempt to raise prices. While, therefore, an organised 
trade has advantages over unorganised, the advantages cannot rise 
above a moderate percentage in wages, and has usually been 
regarded with satisfaction, as tending to a more equal distribu- 
tion of wealth, and, therefore, greater total enjoyment from it. 
It is to be noted that the underlying assumption h^re is mobility : a 
condition which modern economic changes and legislation are 
both fending to promote. 

The infliKUice of mobility of labour may easily be under- 
rated at hrst sight. The fact that no opportunities of advertise>- 
ment and cheap travel will enable an unemployed workman of 
one highly specialised trade — say a watchmaker — to fill a vacancy 
in another— say a seaman— may make it seem that the small 
amoiy^t of mobility actually existing must be inetrcctive in levelling 
wages. But it is only a small amount of mobility thaj is needed. 
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The interest on capital is treated in the same way ; and here 
the statistical regularity of results is apt to seem greater, because 
it is an approximation, not to a fixed grading, as in the case of 
land of varied value, or labour of varied skill, but to a real uni- 
formity, inasmuch as one hundred pounds of floating capital is 
exactly like another hundred pounds. 

This uniformity shows itself in the fixed rate of interest (apart 
from insurance against risk) obt^^inable by means of banks, savings 
banks, and investment markets. 

As soon as we leave the “pure capitalist ” {i,c . , the clergyman, 
the widow, the savings bank depositor, jfec.) for the capitalist 
employer, the statistical regularity becomes less. 

The ambiguity of treatment of the entrepreneur ^ to be found 
in books on economics, .(‘fleets tl.is greater complication. Scanc- 
times he is partly confused with the capitalist; sometimes he is 
sharply distinguished from the capitalist, and we are told that he 
receives a special return, caller] wngc,*s of management, to be 
distinguished from the return to Capital — which he may have 
borrowed from a bank. Let us review the actual state of industry. 

There is the small shopkeeper, trading with a few hundred 
pounds of capital of his own ; he makes— if he is lucky — his 
per cent, on capital, together with the market rate for hie skill, 
i.e., what a big trading company would pay him as an employee ; 
an(], perhaps, something else. But most wTiters on economics 
will tell you that taking ten thousand shopkeepers over a decade, 
this som(3thing else is apt to v|inish owing to comp^^tition. A 
priori reasoning would lead one to expect it to vanish, and prob- 
ably it does. Un the othc^r hand, we have the manager of a big 
business, who is paid, whether in salary or commission, an in- 
come Miat io almost as strictly wages of his skill as a carpenter's. 
But such a manager is not head of a^busiiK^ss : he may conduct 
all the technical operations, and even the ordinary buying and 
selling, but the general lines yf policy are laid down for him by 
his board of directors. ]t is not he who decides on the larger 
risks, sucli as tin erection of a new factory; so that he is really 
little more than a superior workman -for the most ordinary work- 
man has to exe.’-cise some responsibility in the use of ma<terial 
and so on. The reward of this class of managerial ability is pretty 
clearly defined by the usual “higgling of the market,” like that of 
a lawyer or an engineer ; and it is hardly ever r«igarded as exces- 
sive even if it exceeds ten thousand pounds a year — and this ia 
rare. ^ 

But mo^^eru waiters on economics have .been inclined to ^ie- 
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scribe a class of entrepreneur , who is head of a business, and yet 
buys capital as he buys labour and materials^. Now this type, 
though an important one to describe, is hardly to be found pure. 
The^en who establish moderate businesses do, it is true, very 
commonly borrow money from more or less dormant capitalistic 
partners ; but they nearly always, if not always, have some money 
of their own. The business man who, having nothing, can persuade 
a capitalist to lend him several thousand pounds at per cent., 
plus a reasonable allowance for risk, must be very rare, if not 
entirely a figment of the economist’s imagination. What really 
happens in contracts^ between an entrepreneur and a capitalist is 
either that the business man puts a substantial sum of money up 
himself — say a quarter to a half of the total capital — and gets one 
or more capitalists to put up the remainder, and allow him a 
very free hand in the management ; or that the business man , 
having no capital of his own, goes into partnership with a 
capitalist ; the latter being the real head of the business and 
regulating the policy of the firm, while the former does all the 
detailed management, and profits a^e shared betw^eon the two. 
In the latter case the profits of the business partner are not likely 
much to exceed what a man of such unusual ability would make 
as the business manager of a large company. In the former case 
the entrepreneur is himself one of the capitalists, i,e., he belongs 
rather to the class of financier than of entrepreneur pure and 
simple. And this leads us to pay attention to the financier* as 
being that “agent of production ” about whose reward there is the 
greatest difficulty. 

We will define a financier as a person who, disposing of a 
substantial amount of capital, devotes it to businesses over which 
he exercises the supreme control, or a substantial share,, in the 
supreme control. In ordear to form a clearer picture of his acti- 
vity and its reward, we will take a typical case — a case in which 
he exercises his proper functions with strict integrity, free from 
any of the stock exchange and other jugglery for which his posi- 
tion often gives the opportunity. 

A mineral deposit, apparently valuable, is discovered in some 
sparsely populated country. The actual discoverer is a “prospec- 
tor,” i.e.v a man of rough, uneducated type, but with some prac- 
tical knowledge of minerals, who makes it his business to wander 
about the country looking for deposits. He digs a trench or two, 
and collects a few specimens ; invests perhaps two or three weeks 
of his own time and a little money— -a few pounds, and then goes 
with his discovery to the financial centre. The land, we may 
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suppose for simplicity, is government property, and the dis- 
coverer is entitled by law to certain privileges, which he duly 
claims. The prospector then hawks his. .discovery round such 
financial houses as he can get an introduction co, till he finds one 
willing to take the matter up. A contract is entered into by 
which the financial house secures the option for a specified time 
to take over the discoverer’s rights ; and in case this option is 
exercised, the discoverer is to receive a small sum m cash— say 
iGlOO— and a percentage — ‘^ay 10 per cent., on what the option- 
holders may ultimately receive for the profn^ity. The next step 
is for the financial house to spend a lajger sum in obtaining 
information ; they send a mining engineer, who is either a highly- 
paid employee of their ow^n, or a eonsidtant receiving a fee of a 
hundred pounds or more, to report on tlio doiX)sit. If his report 
is favourable the financial house will either take up the task of 
prospecting the property thoroughly, or, more probably, will 
form a syndicate to do so. This syndicate vdli have a capital of 
several thousand pounds; of this, f>erhaps half will be subscribed 
in cash by the financial house and its friends, while the remainder 
is nominal capital issued in exchange for the rights ; of the latter 
a small percentage will go to the discoverer, and the rest to the 
financier; so that, counting also the shares paid for in cash, the 
financial house has a majority, and lias the entire control of the 
enterprise. The property of the syndicate is the discoverer’s 
rights ; these may take the form of a right to mine a certain area 
of government ground, on a fixe^ royalty, or, if the land is private 
property, of a contract with the farm owner, to buy the farm, or 
the mineral rights in it, for cash or a royalty ; such option to buy 
usually extending for two or three years. 

W« s('e here the financier’s profit emerging : of the latent 
value of the mineral deposit something more than half has fallen 
into his hands, wdiile most of the remainder belongs to capitalists 
who are inactive, it is true, bi^t who, in taking a very speculative 
risk, rely chiefly, on the reputation for sound judgment of the 
controlling financial house. 

There is, however, no profit at this stage. The property is 
valueless until a much larger sum has been spent on exploratory 
work. Most of the capital of the syndicate will go in^'this way, 
and, of course, the result may be failure. If the enterprise is 
successful it then becomes necessary to form aa exploiting com- 
pany, with a working capital la;ge enough to bring the mine— as 
it is by now— to the dividend earning stage. This may hi^ fifty 
thousand r>ounds, or may be half a millipn. To raise it,^an 
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essential condition is the support of a financial house of standing, 
which has shown its belief in the enterprise by putting some 
thousands of pounds into prospecting, and by offering its reputa» 
tion as a guarantee. Unless backed in this way it is practically 
impossible to get the public (i.c., the pure capitalists) to subscribe 
the large amount of cash without which mining and metallurgical 
treatment cannot be undertaken. The terms on which such a 
company will be floated will probably be about half to the vendors 
(i.c., the previous syndicate) and half to the subscribers ; and the 
total capital will be estimated in such a way that the share- 
holders may hope good, but not extraordinary, dividends.^ 
Thus the new subscribers, taking only ordinary business risks, 
and expecting an almost immedijite return, will get the usual 
interest on their capital plus amortisation (in the case of a mine) 
plus an allowance for risk. They are “pure (*apitalists,“ and their 
remuneration can be calculated according to the ordinary rules. 

The financial house will now, if it had half the capital of the 
syndicate, have a quarter of that of the company. It may very 
probably hold more, especially as the public may not be tempted 
sufficiently eve?i by the prospecting work that has been done, and 
by the reputation of the controlling house. In that case the house 
will have to underwrite guarantee the subscription of) a 

|X)rtion of the shares; in other words, it may be (oaipellcd to 
find as much as one or two hundn^d thousand pounds in cash in 
order to sec the enterprise through. 

When, finally, the mine is producing, the revenue from it is 
spent (a) in paying for labour and other working costs at ordinary 
market rates; ib) in paying interest on the working capital at 
ordinary market rates, or somethiiig moni ; (c) in surplus profit, 
which goes to the prospector, the original subscriber's to the: syndi- 
cate, but chiefly to the tiiiancial controlling house. The share 
of the latter may amount to a very large sum; even, in some 
cases, to a million or more : according to the usual theory it is 
the normal price of the services rendered. These services are 
(i.) the engineering and financial skill spent in bringing the mine 
through all its preliminary difficulties ; (ii.) the expenditure of 
some thousands of pounds on a venture which has a good chance 
of failing altogether ; (iii.) the financial reputation of the “houseP** 
used in support; (iv.) possibly the guarantee of a large sum for 
working capital ,^to be recovered from the public by sale of shares 
when opportunity offers. While the reward is very large, these 
services are undoubtedly considerable, and it will be found as the 
current opinion among those- concerned in new enterprises, that 
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the greater reward secured by the financier as compared with the 
discoverer, the landowner (of in case of manufacturing enter- 
prises, the inventor and the skilled manag**), is justified by his 
greater services. 

There is, however, an uncomfortable feeling that while the 
work of the financier deserves a large reward, the share' of product 
which he actually obtains is excessive, and is tending to increase. 
Mr. Hobson voices this feeling when he divides any share in the 
national dividend into a portion needed to bring out the full 
efficiency of the corresponding agent of production, and a surplus : 
and remarks that the surplus in tiie case^of labour is trifling, 
in the case of land is the well-kiu wn economic rent, hut in 
the case of capital is a large and increasing profit, which has 
become the most important and the most menacing economic 
phenomenon of the day. It is argued that the managing ability 
of Mr. Eockefeller might have been bought for a few thousands 
a year, and thao the vast wealth he possesses beyond that is a 
wasteful surplus. We are not concerned here with such ethical 
judgments; but the phenomenon is certair’y one in which the 
ordinary theory of distribution, which does not recognise a perma- 
nent surplus except in rent of land, fails to satisfy. I think the 
illustration given above helps to understand why. The financier's 
share is by no means a rew^ard for skill, plus interest on capital. 
It Is a ‘‘quasi-rent** due to the exceptional strategic advantages 
of a person who combines the two. In order to bring the mine 
(or manufacture) to a successful issue it is necessary to find some- 
one who can exercise intelligent management of the business, 
and risk several thousand pounds, at least, of his own money 
on it ; nothing but bis own money will do, for no one who is not 
actively concerned with the business will put up the necessary 
capital, at an early stage, Jn this way competition is very much 
limited, so that the supply of mining, manufacturing, and other 
enterprises waiting to be financed, permanently exceeds the 
supply of finanefers willing to take them up. The capitalist- 
entrepTcneuT is besieged with offers to use his money to advan- 
tage, and is consequently in a very strong position for bargaining. 
Now we have chosen, as illustration, an enterprise of^ moderate 
size ; but the tendency is towards larger and larger businesses, 
restricting more and more the choice of men capable of financing 
them. • 

The important deduction from this is that whereas in land 
and labour transactions and the employment of pure capital, ^prices 
are settled oy the interplay of innumerable* events, in the finan- 
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cier’s tranfiactions this is not so, and the application of statistical 
methods is unjustified. 

The arguments ustially held to connect the return to any factor 
of production with its efficiency, do not hold in the case of the 
eapitalist-cnf rcpr^ncwr. Marshall distinguishes in the actual price 
paid for land, labour, or capital, a normal element, necessary to 
cover ordinary costs, and in addition, rents and quasi-rents. The 
latter arise very frequently, through some temporary scarcity, 
when a manufacturer happens to be the only possessor of 
some particularly useful machine, and is, therefore, able to charge 
much more than a n6/mal price for the product of it. But the 
characteristic of a quasi-rent is its impermanence. Other manu- 
facturers will in time bc'corne possessed of similar machines, and 
so the price of the product will fall to a normal level. Marshall 
accordingly states that in the case of all factors except laud, quasi- 
rents can only be temporary, since the supply of the factor in 
question can be increased, and must, therefore, he included in 
calculating long-period prices, though not in short-period. Heu( e 
the ordinary manufacturer, though he sometimes makes very large 
profits, does not, on an average taken over thousands of busi- 
nesses and a long period of yeaxKS, earn more than the due wage®, 
of his ability. If the arguments of the present article are correct, 
an exception must be made in the case of financiers’ profits : the 
reason being that the laws of economics are statistical , while we 
here meet a case to which statistical methods are not applicable. 
Instead, we find that the transactions involved tend to increase 
in scale and decrease in number ; that they are accordingly re- 
stricted to a small class of persons, who enjoy greater strategical 
advantage, the greater their capital ; that, therefore, the largest 
fortunes increase more rapidly than smaller ones. Hence the 
supply of financiers cannot ^be effectively increased, for it is rarely 
possible for a new competitor to raise Kimself to the level of the 
existing financial firms; and hence' financiers’ profits are —by an 
accident of the present state of industry — to be clSssed rather with 
true rents ; that is, in a progressive community they show an un- 
checked tendency to rise. It follows from this that the amount 
of profit is ^ not in any essential relation with the service performed.^ 
Further, unlike the rent of land, which may be held in portions 
of any magnitude, large or small, the rent of special capitalistic 
advantage is neceSsarily held in la'*ge blocks, and tends to consti- 
tute an exclusive ring of millionaires. 

Wd^return then to this : the play of economic forces distributes 
wealth in a certain rational way, according with the efficiency in 
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production of the various factors, and whatever we may, as 
moralists, think on seeing a sempstress paid six shillings a week 
while an engineer gets fifty thousand a year,* we must recognise the 
difference in intelligence ; and that in some rough way the distribu- 
tion tends to bring out the best in industry, and cause wealth to 
grow ; further, that the payment of interest on past savings is an 
essential part of the same scheme for the promotion of wealth in 
the community. But two exceptions appear. One, the rent of 
land possessing exceptional advantages has lorg been recognised ; 
it is easily traced, and taxed, and it is ])ecoming more and more 
clear that while avoiding injustice to indiviflual investors in land, 
the State can, and may, appro^Tiate a considerable portion of 
this unearned surplus for public uses. But while rent of land 
grows at a moderate rate which can be readily ascertained, it 
now seems that tlie rent or exceptional capitalistic advantage 
grows, and is becoming a very important share of the commu- 
nity’s wealth. It is almost impossible to estimate its amount or 
rate of growth, for such profits are far more elusive than land 
rents. General impressions are notoriously untrustworthy, yet, in 
the absence of anything better, one is driven to use them, and 
it is the general impression that in America the fortunes of the 
leading financiers are prodigious, and are increasing at a rate 
nothing less than alarming. This impression may be — probably is 
— exaggerated, and it is not for a moment suggested that the wealth 
diffused among other classes of the l>eople is not increasing too. Yet 
it seems clear that in a countrjf of great natural resources, and 
peopled by an a<:tive and inventive race, like America, everything 
is in favour of the financier ; and of the rapid growth in national 
wealthy an excessive and increasing share must fall into his hands. 
In European countries the excess of product over the immediate 
cost of production is not so great, and financiers have less oppor- 
tunity of piling up vast fortunes; yet the same tendency is to 
be seen. • 

Now a distribtition involving this class of rent is bad in the 
sense that it does not bring reward into relation with efficiency, 
as economic forces usually tend to do. It is just possible that 
the example some millionaires have given of bestovfting their 
wealth on public objects may become the fashion to such an extent 
that the accumulation of capitalistic advantage in a few bands 
may be neutralised, but it woul|l be very unsafe to trust to such 
a fashion. It is more likely that a financial aristocracy will 
persist, as landed aristocracies have in the past. If this he so 
it means that wealth will be retained in a few hands, which mi^ht 
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be distributed among the people without any risk of drying up 
the sources of wealth (just as taxation of city* ground rents has 
no tendency to diminish the availability of land). At present the 
wealth of all classes is growing, so that the disadvantage of bad 
distribution is not so great as it might be— though there is no 
lack of laudable public objects for which money is needed. If, 
however, wages and professional incomes were falling, and the 
interest on pure capital, there is no reason in theory why financial 
profits should not continue to grow, at least for a time. It Is, in 
fact, quite easy to imagine a community suffering poverty arid 
depression, in which, nevertheless, the financial classes were grow- , 
ing richer ; as have, occasionally, the landed classes in past times. 
Such a gruesome picture may be out of place, but it is certainly 
not without importance to make clear the relation in which finan- 
cial profits stand to incomes of other classes. 

li . A. Lehfeldi 

Ta*.HSVAAL Ukivebsitv College, 

JOHANNESBUBG. 
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’It is oighty years since the tenri Socialism sprang into use, 
and there is ls yet no consensus of opinion with regard to the 
meaning to be ottached to it. Vve rind diversity of usage within 
the limits of a single country, more es[)ecially of Germany, and 
we find it even in the narrov; circle of German savants. And it 
is here tliat the very varied inierpretations given to the term in 
the wider circles of politics, of l^arliament, the Press, public 
meetings, and so forth, occasion special ditriculties, for the 
common speech of daily life deals with those very subjects which 
it is the business of economic science to study and to classify. 

The matter is further complicated by the varieties which 
exist in the common speech of different nations, and the differ- 
ence between the scientitic and ordinary uses of the term. The 
Clnistian Socialists of England, for example, have for the past 
sixty years interpreted Socialism as civic reform, which shall 
substitute the ])riuciple of co-operation for that of competition. 
At tno sauK' time they are at one with the supporters of free 
competition in tlieir objection to State interference of any kind. 
The euncM})tion of Socialism which is current in Germany they 
call, by contrast, “Stale Socialism,” because the central idea of 
German Socialism is an organisation national affairs very far 
removed from any systenj of free co-operation. In Germany, 
however, the term “State Socialism” is used in quite a different 
sense. Here Sotaalisni in its most widespread acceptation is 
Social Democracy, and State Socialism stands for that moderate 
and more conservative form of economic organisation which is 
already realised in our present institutions, or at any rate fast 
approaching realisation. Kailways, telegraphs and othftr similar 
institutions have all, for kindred reasons, passed under State 
control, and it is to these new spheres of goverymental activity 
that the term State Socialism isj|3eing more and more frequently 
applied. ^ 

In England and in the United States of ^America we fiiid an 
No. 80.— VOL. XX. * p p * 
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analogous use of the term in the designation of “ Municipal So- 
cialism ” pressed into the service to describe every activity of this 
kind which is undertaken by a city. The recent rise into favour of 
the same name in the three countries mentioned is due to no acci- 
dent. The common name expresses the fact that these countries 
have witnessed a progressive widening of the sphere of action so 
designated, in all their towns. This is probably most conspicuously 
the case in Germany, and not least so in several large Austrian 
towns. A comprehen^j^'ive inquiry into these details, instituted 
in accordance with its\practice by the “Association for Social 
Politics ’’ in a large number of German, Austro-Hungarian, Swiss, 
English, Belgian and Australian towns, brought out these facts » 
very clearly. The general meeting of the Association, held in 
Vienna on September 27th and 28th, 1909, was devoted to 
reports and detailed discussions on the question. 

II. 

The main ft)rms of municipal activity in the modern German 
towns are as follows : Ownership of land, gasworks, electric, 
works, waterworks, Lombard banks, savings banks, fire brigades, 
street-cleaning, drairiage, tramways, Boards of Works above and 
below ground, slaughter-houses and cattle yards, markets and 
market-halls, docks and warehouses, hosjntals, disinfecting 
stations, public libraries and reading-rooms, schools of every kind, 
and public parks. The majority of these public undertakings 
involve expenses which must be covered by the funds of the 
municipality. A certain group of them, however, difl'erentiates 
itself from the remainder by the fact that they not only serve 
the public welfare, but contribute a surplus to the revenues of 
the town. This group includes, e.g., the waterworks, gasworks, 
electric works, the tramways, slaughter-houses and cattle yards. 
Out of the 2,590 municipalities in the German Empire (of which 
2,309 are urban and 281 rural) 55 per cent, possess waterworks, 
52 per cent, waterworks of their own. Ninety-three per cent, of 
the total number of existing waterwoi'ks belong to the community, 
and their profits are, on the whole, fairly considerable. Gas- 
works arv, found in 44*4 per cent, of the communities, and 64;5 
of them are in the hands of the municipality. The number of 
municipal gasworks is also on the increase, though there arc 
several large joint stock comp^anies whose concessions do not 
expipe for a long time to come. The profits earned by municipal 
gasworks are for the most part considerable ; the consumption of 
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gas, especially for uses other than lighting, is on the increase, and 
is much encouraged oy the diminished price charged. 

We turn now to electric works. These were found to exist 
in 40*7 of the communities, but only 16*8 of the latter had 
their own works. All towns of more than 50,000 inhabitants have 
electric works, of which three-quarters arc the property of the 
town, while of the places with a population of over 100,000 four- 
fifths own their electric works. On the whole, however, the 
profits from these undertakmgs are not c^ihsiderable , presinnably 
because the cost of production of electric ity is much higher than 
that of gas, moie especially in the srrallef works. Jn this field 
we have as yet much to learn by cx^^erience. 

Tramways are still for the mosi part under private ownership, 
though there is a growing tendency to bring them into the hands 
of the municipality. Tn some towns, e.g., in Berlin, a large 
joint stock company serves tlie greater part of the city, while 
a new^ municipal undertaking has grown up by its side. Here 
the conflict betweeii the two systems is very apparent, and a 
uniform system under municipal control is seen to be a real need. 

III. 

The town of Leipzig has long afforded an interesting example 
of the expansion of nuitiicipal activities. In the Middle Ages, 
when, by the way, a considerable amount in this direction was 
already being done in Germany^ Leipzig owned, in addition to 
landed property of some importance, a stud, sand pits, a quarry, 
and, finally, stalls for the use of tlu; fairs which had become 
events of great consequence. Municipal waterworks and muni- 
cipal lighting for streets and opcm places had been in existence 
for centuries. A municipal loan office^ and a savings bank were 
founded in 1820. In 1835 it happened that a certain capitalist 
wished to promote a company, for the construction of gasworks, 
and sc the fundaij^cntal question was raised whether private or 
municipal enterp^’isc should control the supply of gas. The 
decision was given in favour of the municipality. In the ’forties 
and ’fifties a warehouse was erected and. modern waterworks 
constructed, both by municipal enterprise. Little l?y little, 
however, the citizens and ratepayers began to feel the competition 
of the municipality, and their jealousy was naturally aroused. 
Hence in 1892 they refused to s^metion a municipal bakery (for 
the benefit of the poor) , although (or perhaps because) this Would 
supply a better quality of bread at a cbeapyer rate than many 

. p i> 2 
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private bakeries. The concession for the supply of electric power, 
and for an electric tramway service, were at this period bestowed on 
joint stock companies:* The results were so disastrous that the 
town took over the electric works in 1905. The tramways would 
probably have followed suit had the conditions of transfer been 
less unfavourable. The experience of many other large German 
cities, such as Munich, Duaseldorf, Frankfort-on-the-Main , and 
Mannheim, has been very similar to that of Leipzig; in each 
case the tramway syst^n has become the property of the town. 

The city most advan'^ed on the path of municipal Socialism 
is Freiburg in Breisgjj^u, Vhich numbers no few^er than twenty- 
five different branches of mu'/.icipal activity. An electric tramway 
has been running under municipal management since 1899, which 
does indeed keep the question of financial return subordinate 
to that of the welfare of the employees of the line. As early as 
1831 Freiburg had made a novel departure in municipal enter- 
prise in the shape of a municipal newspaper. An official elected 
by the Town Council is responsible for the political section of 
the paper; the art critic is a nominee of the Council, and all 
advertisements and news concerning the affairs of tlie town have 
to pass the censure of municipal officials before going to press. 
Further, Freiburg has earned an indisputable title to fame by 
being the first German town to build municipal dwellings, for 
the benefit not only of the wwkmen in its own employ, out of 
the poorer classes in general. Between 1886 and the present day 
66 houses, with 222 dw^ellings, have been erected, and the 
necessary money for 108 additional dwellings has been voted. 
The rents are, for the most part, below the average of similar 
dwellings. Building societies are a recent innovation. Further, 
the burial arrangements have been under liiunicip’al administra- 
tion since 1877. The municipal possessions in real estate are 
very considerable. Of the land within the city boundaries 70 
per cent, belongs to the town, which makes a practice of selling 
the most central sites and adding to its possessions by the 
purchase of outlying tracts. Such property to-day represents a 
total value of eighty-three million marks. 


IV. 

So much fer municipal enfce}*prise in Germany. In other 
countries too, and especially inUtaly, we find much that is note- 
wortSiy. In Italy the striving for national unity had so long 
absorbed all the best thought, that the movement in favour of 
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municipal Socialism did not arise until several decades later than 
in the other countries of Southern Europe. When however the 
civic problems connected with housing, water supply, trafiRc, the 
care of the sick, and the distribution of food came to the front, 
Italy experienced a municipal revival which took up and carried 
on the traditions of classical antiquity and of the powerful City 
States of the Middle Ages. A League of Communes was formed 
in 1901, which 1,500 municipalities imnvdiately joined. Their 
aim was local autonomy, and th<^y threa*,\ied i general communal 
strike if the Government should fail tz-^ jrant their r npirements. 
The local Councils began to resun\ thftr economic activities, 
and there emerged tlu' new iil .d the mod?rn municipality, 
which extends its activities int(^dje domain of industrial under- 
takings, and claims to supply all thi wants which arc common to 
its members. l]nd(^r the democratic franchise', of the Italian 
municipalities, the Socialists gained the paramount inliuence on 
the local governing bodies. A very large number of the Councils 
are socialistic, Leaded by socialist mayors, and have given the 
municipalisation of the public services a definite place on their 
programme. Nor is this attitude towards municipal trading 
confined to the Socialists. Men of all parties arc in sympathy 
with it, and Councils other than Socialistic are putting it into 
practice. The force which the movement has gathered, more 
especially since the beginning of the tAventicth century, is most 
clearly exemplified in the vast toclmical literature which exists 
on tho subject. And as long a^o as 1898 a Government inquiry 
testified to the* existence of 71 municipal slaughter-houses, 15 
gasworks, -Ji electric works, 151 waterworks, 12 cemeteries, and 
so forth. The ground for fresh developments was broken by the 
Miini(*ipalisation Act of 1903. ^ 

•The municipal bakeries of several Italian towns afford very 
interesting examples of flic most recent forms of this activity. 
Even in the Middle Ages the numicipalities had concerned them- 
selves with the <fuestion of bread supply in the public interest, 
and these arrangements had persisted until early in the nineteenth 
century, when they were obliged to yield to the growing pressure 
of the demand for free competition. In the last decade^ a number 
of rural municipalities in Friuli began to erect communal bake- 
houses in order to fight the pellagra scourge by the supply of 
cheap wheaten bread. Since 1899 the Council^ of several large 
towns, of which Cremona was fne first, have thoroughly investi- 
gated the subject and have propounded schemes for the alJolition 
of the three main abuses of private bakeries^— the excessive pfice 
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and bad quality of the bread, the insanitary ^ condition of the 
bakehouses, and the unsatisfactory position of the bakers. Oddly 
enough, none of these towns have so far achieved the erection 
of a municipal bakery, and the pioneer in this respect has been 
Sicily, the darkest spot in the kingdom. In 1902 a municipal 
bakery was erected in Catania, which at a single swoop com- 
pletely revolutionised the production of bread in this important 
sea-port town. In the^^hortest possible time the municipal bakery 
had monopolised the tr\^de and driven the private concerns out 
of the field. A single efifirgetic man, the very popular sociaKst 
mayor of Catania, acliieve)t‘ this result, practically unaided. He 
watched his opportunity and l^dilised a favourable moment. The 
master bakers had struck agaiK^t the imposition of a municipal 
bread tax ; the mayor stepped in, and with the journeymen bakers 
who had been thrown out of employment, established the 
municipal system overnight. The bakery supplied 45,000 kilogr. 
of bread daily for 160,000 persons. The first quality was retailed 
for 22-35 centimes, as against the previous price of 30-46 ; the 
workmen’s wages were raised, and the conditions of labour 
improved by the introduction of machinery and the utilisation 
of better workrooms. This went on for four years. The popular 
mayor was considerate enough to find employmtuit for the super- 
seded master bakers and workmen in the sale of bread a]»d other 
occupations. This, however, prejudiced the success of the under- 
taking, and a Government Commission brought it to an untimely 
end. Nevertheless, municipal bh-keries have during the last few 
years sprung up in more than twenty cities, of which Palermo 
is the largest. But they aim at providing for a portion only 
of the total consumption, and so bringing indirect influence to 
bear on the rest of the trade. 


V.. 

The time-honoured discussion regarding the advantages and 
drawbacks of public, as compared with private undertakings, was 
naturally renewed at the Vienna meeting. It may safely be 
asserted ^ihat the one new fact, brought out by the experience 
of various countries, which gained the most recognition, was the 
relation that e:|ists between tl^e constitutional arrangements of | 
a country and its municipal possibilities. The difficulties which * 
admi+tedly stand in the way of municipal activity in the United 
States, or which ^occasion abuses under existing municipal 
arrangements there, do not necessarily arise in other countries. , 
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With regard to the experience of German cities, Professor Fuchs, 
who reported on this question at tho Vienna meeting, and to 
whom greJit credit is due for his conduct of the whole inquiry 
which preceded the discussion, attributed the high standard of 
civilisation which our modern towms have attained solely to the 
influence of municipalisation. The movement in Germany owes 
its extension and success to a variety of causes —the capacity of 
the men at the head of the local admmis<;*ative l)odies, the spirit 
of emulation wdiich drives every city .o ad'ipt to its own use 
whatever improvements have been tnade anywhere else, the 
existence of a w^ell-trained profes,.^t'Jia^ statf of officials and 
employees, who are regularly appo\)led for life, the high standard 
of integrity universally prevale'U among them from highest to 
lowest, and lastly, the w^ell-inaintairied balance of powder between 
tho administrative bodies and tljc Town T’arhaineiit. We do not 
deny that there are drawbacks overywhoTe. Thei’e are always 
drawbacks for .he simple reason that every human institution, 
like every human beings has the defects of its qualities. 

The vulnerable point of municipal Sociabsm is, of course, the 
multiplication of officials w’hich it entails, and this favourite 
reproach w\as naturally not omitted in Vienna. It is unfor- 
innately impossible to carry on, without a bureaucracy of some 
kind, any great undertaking, whether this bo in the hands of a 
large joint stock company or of a public body, and whoever cannot 
brook a bureaucracy must put u^) with small concerns in all 
the branches of social and political life. The business of a small 
tradesman needs no bureaucracy, nor yet the administration of 
a village. Anything beyond this, however — a great centralised 
bu.sinps, tho organisation of a large number of active persons, 
the administration of a State or to^m — cannot be satisfactorily 
aocompUshed without the help of trained, professional men. 
W^ithout the co-operation of such an official class self-government 
becomes impossible, unless there should happen to be, in excep- 
tional cases, pcftjons who are both walling and able, merely as 
members of a tree community, to devote themselves entirely to 
its service, and to undertake the duties wdiich would fill the 
working life of a professional class trained ad hoc, TJie majority 
of persons, especially in the twentieth century, are so much taken 
up by the mass of their private interests as to have little time, 
inclination, strength or capacit;y left for the ffllfilment of public 
duties. Each, or at any rate most of them, have their own 
occupations, and have no wdsh to undertake any other^for the 
State or community. The State and the tiommunity, thereSore, 
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must be served by professional men who devote their lives to 
their public office, just as others devote themselves to industry, 
art, science, or whatever their private avocation may be. 

This necessity does not prevent the very persons whose 
attitude towards public affairs is directly responsible for the 
increase of officialdom from complaining of this increase. 
Distant critics, too, in foreign countries seem to derive consola- 
tion for deficiencies in Jheir own systems of administration, from 
the blame which they lavish on the German bureaucracy. There 
was a speaker at the Vienna meeting who actually lauded the 
corruption of America^ mAnicipalities on the ground that this 
achieved better results than integrity of the German bureau- 
cracy. It is only fair to add thal he voiced no general opinion. 

For the rest, it is no accident that questions of this kind are 
to-day continually pressing into the foreground of public interest 
and scientific debate. At the biennial general meeting of the 
‘‘Association for Social Politics,” in 1905, several days were 
devoted to the discussion of the relations between the GoveJiinje.u! 
and coal-miners and their syndicates. There followed a discus- 
sion of the problems of mammoth industrial undertakings and 
the relations of these to their workmen. In 1907 there was a 
debate of several days’ duration on the constitution and adminis- 
tration of towns, prepared for by a scries of volumes on (be law 
and practice of a large number of Town Councils in Germany 
and other States. 

These arc the ever-recurring great questions which claim an 
increased share of the a.tt(mtion of nations, and more especially 
of economists, every year. Owing to the magnitude and difficulty 
of the problems it is not likely that great , changes should be 
made in existing conditions in the near future. Nevertheless, it 
seems certain that the development in the direction of municipal 
Socialism will increase in force and extent wherever the condi- 
tions are favourable. Perhaps another age may discover methods, 
of which we have no conception, to overcome the obstacles that 
lie in the path of progress to-day. 

GtjStav Cohn 

University of Gottingen. 



THE POVEETT FIGUEES.' 


It is the purpose of this paper to deal oriiioally ritli the 
figures that are usually quoted as a measure of th.i amount of 
■poverty in England. I hope that ttispifrposo will not be mis- 
understood. It is not my aim '.(Vriiinimisr a great social evil; 
nor, indeed, does any result of A'at kind follow from this study. 
But it does seem to me that^^the time has come when some 
protest should be made aeaiiist wrong inference from, and the 
political exploitation of, the investigations tha<^ have been made 
into poverty. 

Of these inquiries there are three wliosc results arc widely 
known and quoted — by Mr. Booth, Mr. Bowntrec, and Mr. 
Chiozza Money. The first two are local and detailed ; the last 
IS national, and derived from a more general study of statistics. 
The first two give about one-third f)f the people as poor; the 
last gives nine-tenths. This divergence itself guards anyone who 
feels compelled to look deeper. 

The results obtained by each inquiry are here to be accepted. 
Criticism of rlie methods and results of the Jiooth and Eowntree 
inquiries has been made, especially by Dr. Loch ; and on the 
basis of bis memorandum the Committee on Physical Deteriora- 
tion hjis passed over the poverty inquiries. But it appears to me 
that a great deal must have depemj^cd on t le practised insight 
of -those ..ctiially engaged in tne work ; and that we must take 
their figures as an approximate measure of the thing they defined 
and sought for. • 

In the inquiry of Mr. "Money, anyone is taken as poor where 
the family income does not exceed ,il60 per annum. He has 
recently suggested that .-felbO w'ould be a bettor figure. His 
results show a startling inequality of distribution, sinje half the 
national income is owuied by one-tenth of the people, and onc- 
third of the income by one-lhirtioth of the people. I->ut I should 
rather call this an inquiry into riches, or simfly into distribu- 
tion, for the following reason : The average family income of the 
nation is slightly below .-£-200 a year. If, then, the poverty line 
^ Bead to tho British Association, Sheffield, 1910. * 
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is at iG160, it would have to be admitted that we are badly off 
as a nation ; since the average, which would result from an equal 
distribution, is only 25 per cent, above the poverty line. It is, 
I suppose, true that the reason why we cannot afford the very 
large incomes of some classes is just that our average income is 
not high ; viewed with reference to all the goods that are purchase- 
able, and which enter into the conventional life of even the middle 
classes, it is low. But it must be plain that, if Mr. Money’s 
standard of poverty were adopted, the evil could not be charged 
simply against the distribution of wealth; it would be charged,' 
too, against the earntiig power of the whole resources of the 
nation, which yield on the ^average so slight a margin. For 
that reason, and also because ' ;£160 would not commonly be 
regarded as poverty by the masises of the people, it would be 
better to take Mr. Money’s inquiry as one into distribution rather 
than into poverty. It has the advantage of being a national 
inquiry, and I do not wish to do more than call attention to its 
startling results. 

The local inquiries of Booth and Rowntree have been more 
widely quoted, and their results are stereotyped in modern 
political discussion. Both parties find them equally useful : the 
Tariff Reformers, because they obtain under our present fiscal 
system ; the Free Traders, because they show how hardly a small 
increase in cost of living would bear on the people. They con- 
stitute the fact that is perhaps best known about England to 
foreign nations. 

As these inquiries are only two, no national inference ought 
to be drawn from them unless, first, the thing investigated was 
in both cases defined the same way, and second, there is a great 
degree of agreemeiJt in the results. Neither of these conditions 
is fulfilled in this case ; and the differences are so great, and the 
subject so important, that I trust my ‘ criticism will not appear 
to be carping or merely controversial. 

Mr. Booth’s definition of poverty ^ takes all persons in liondon 
as in poverty who are considered to earn up to 21.9. a week 
for an average family. It is, of course, possible that so definite 
a standard was not carried about by the investigators; and, in 
fact, it is evident that a great deal was intrusted to their 
judgment. But Mr. Booth has clearly stated that this income 
line is, at any iSite, the approximate measure of the thing he 
investigated ; so that it must be this definition or none at all. 
In the same way, the “very poor” are those, whether so defined 
at ‘first or so classified in the end, who earn up to 18^. a week 

' Poverty, vol. i. p. 33. 
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for an average family. Of the former there are 30*7 per cent., 
and of the latter 8*4 per cent, in London, 

But Mr: Eowntree has counted two things, where Mr. Booth 
has counted one. He does not only measure those who are poor 
because of income, but those also who are poor because of expendi- 
ture. And as his income line is 21s. Sd. for an average family, 
his primary poverty closely corresponds to Mr. Booth s total 
poverty. Since from this 215. Sd. basis lu; proc(^e3s to measure a 
class of the poor w’ho have greater incomes, it is evidcjit that his 
inquiry is not simply different in knul of deftnitior , but neces- 
sarily wider in scope than Mr. Indeed, secondary 

poverty is by far the greater f “ut of Mr. Rcwuitrec’s results. 
On this ground, therefore, I should venture to demur to the 
letter from Mr. Booth, printefi in Mr. Bowntree’s book, to the 
effect that the inquiries are broadly coinparabk'. So far as 
comparison by income goes, Mr. Booth’s 30*7 per cent, of persons 
having up to 21u. is to be taken with Mr. Eowntree s 10 per cent, 
of incomes up tv> 215. Sd. 

The question then arises whetiier it possible, from the 
data of the two inquiries, to compare the same thing in the two 
places. How much of Mr. Booth’s poverty is there in York, and 
how much of Mr. Eowmtree’s poveity in London? 

As Mr. Eowmtree has given a table of incomes,^ the first 
question can be answered wdth great accuracy. He found that 
8*5 per cent, of the people of Y^ork earned up to 215. a week. 
And this would be the right comparison, if there were no differ- 
ence in the cost of living. But* according to the recent lieport 
on Cost of lAv'imj of the IVorkincj Classes tCd. 3864), rents and 
prices in London are 15 per cent, higher than in York, the 
index figun^ for Y'ork being 87. The York equivalent of 215. in 
London is I85. 3d. Now^ according to Mr. Eowmtree’s income 
table, 2‘C per cent, in York earn up to I85. — say, 3 per cent, 
up to 185. 8d. 80 that, on the bare figures, we get a very wider 

diveigence, one^esiilt being ten times the other. 

It is less easy to answer thi^ other question, and find how 
much of Eowntree poverty there is in London. As to primary 
poverty — income up to 215. Sd . — there is 10 per cent, in York, 
and something over 30' 7 per cent, in London. But as secondary 
poverty depends on the habits of the people as regards expendi- 
ture, it is not possible to proceed with the corftparison except on 
the assumption that the working classes of the one city do not, 
taken in the mass, differ in prudence from those of the otfier. On 
this assumption, there would be 15 per cent, of secondary poverty 

* Poverty, ch. ii. fiv. 
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in London. For Mr. Eowntree’s 18 per cent, of secondary 
poverty is derived, according to his income table, from 53 ‘1 per 
cent, of the working classes earning over 215. ; and if the same 
ratio is taken of Mr. Booth’s 45*6 per cent, of the working classes 
having over 215. a week (Classes E and F, excluding servants), we 
obtain about 15 per cent, of secondary poverty in London. Thus, 
corresponding to Mr. Eowntree’s total 28 per cent, of poverty 
of both kinds, we have in London (30*7 + 15) or 45*7 per cent,, at 
least. This is increased when allowance is made for the higher 
cost of living in London. The London equivalent of Mr. 
Eowntree’s primary stendard of 215. &d. is 245. lid. All up to 
245. lid. ought, therefore, to be counted in London, as being in 
primary poverty, whereas we have only been able to count all up 
to 215., and have taken the seco'ndary ratio (about one-third) of 
these between 215. and 245. lid. It is, I think, a safe conjecture 
that this would bring Eowntree poverty in London up to 50 
per cent. 

We thus obtain a table as follows : — 


Vork. London. 

Per cent. Per cent. 

Booth’s standard 3 30 7 

Rowntree’s standard 28 50 


J do not tliink that anything but difference was to be expected 
from a comparison of a provincial city with a great centre of 
casual labour. The convergence of two of the corner figures has 
been seized on in political controversy; but they depend on 
different standards, and it Would be as legitimate to contrast the 
other corner figures of the table. 

It will be seen, therefore, that the results for either city 
prevent ufe from regarding the other city as typic.al of the nation. 
The inquiries checH each other ; and the safest ground is to keep 
them in their separateness. ' • 

Since we are in possession of index figures for different places 
and times, it is ])()ssible to extend* the inquiry into poverty by 
adopting Mr. Eowntree’s standard in any other “city. We should 
thus obtain uniformity, as well as a standard ba*sed on a precise 
calculation. My purpose has only been to show that we are not 
at present in possession of figures which can tell us the amount 
of poverty in the nation ; and t-o make some protest against the 
political exploitation of two great studies of the people. A 
uniform inquiry might show a greater or a less result than that 
which is tossed about in controversy. The statement that the 
numbet of the'poor is, or approximates to, one-third of the people, 
is not based on evidence which bears scrutiny. 

D. H. MACGREGOR 
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Unemployment and Trade Unionfi. Cyrtl JAti-.sON. With 

a Preface by the Rt. Hon. Milnkk. (Londor : 

Longmans. 1910. Pj). xi-l Price 1-s. Gd. 

The special significance hook lies in the names ot its 

author and of its spoi'sor. Here is one of rh(‘ loaders of the 
Moderate party in the London t.’onnty Poimcil, a man of long 
experience in the investigation and ndlof of distres-vS, advocating 
a rational sysnaii of insnranco against unemployment. And 
here is one of the foremost of Unionist statesmen, not simply 
commending the proposal, but singling out for peculiar and 
emjihatic approval the contention that this insurance can best 
be administered through trrxdo unions. TTnemployment insurance, 
it is clear, is not going to beconm a party question. Tri the coming 
Parliamentary discussion men of goodwill from both political 
cam]>s will be working towards a common purpose ; and this ought 
to have a beneficial effect on the form of the nanisuro. 

Mr. Jackson’s chapters are rioli in information and suggestion 
over the whole range of the problems directly or indirectly asso- 
ciated with unemployment. It is insurance, however, that is 
just now in the forefront of public attentio i ; and it is to Mr. 
Jackson's treatment of that topic thjft we rust esjiecially address 
ourselves, 

I find no leference, eithei^; in Mr. Jackson’s book or in Lord 
Milner’s preface^ to one of the gravest of the difficulties in the 
way of unemployment insurance; and that is the danger lest 
insurance should itself increase un^^inployment. We are apt to 
take the percentage of unemployment under existing conditions, 
and to assume that it is with that percentage we sHall have to 
reckon, actuarially and administratively, under b, regime of insur- 
ance. Yet it is not difficult 'tp see that inaiprance may quite 
conceivably increase the irregularity of employment by weakening 
the motives which do at present, to some extent, i«fluence 
employers in the direction of continuity, x Two motives are, at 
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present, in operation. Employers will often take some trouble 
and incur some risk to keep their labour force together, in order 
to be instantly ready fpr returning prosperity. But a system of 
public out-of-work benefit (unless accompanied by energetic 
poercive action on the part of labour exchanges) may tend to 
check the dispersal of discharged workmen : it may keep them 
in their homes waiting for trade to pick up— waiting for their old 
employers to whistle them back. 

And employers frequently keep men at work — manufacturing 
“for stock,” for instance, even when it is quite hazardous — from 
motives of sheer humanity. I cannot but think that when the 
employer knows that a' discharged workman has, at any rate, 
the insurance fund to fall back upon, he will feel that the State 
has, to some extent, relieved him of responsibility. He will feel 
this even more strongly if — as no^doubt will be the case — he has 
himself to contribute to the insurance fund. He will feel that be 
has paid for the right to engage his labour just as discontinuously 
as may seem expedient. 

Opinions will differ as to the extent to which feelings c>f 
responsibility and humanity do at present affect the conduct of 
employers. I by no means contend that they influence all 
employers in all trades. But I cannot agree with the extreme 
opposite view, that competition and pecuniary interest so com- 
pletely dominate the industrial field already that the present 
effect of a sense of responsibility or of humane kindliness is quite 
negligible. From what I have learnt of Midland conditions, T 
am convinced that such feehngs still have a good deal of efrect, 
especially in old-fashioned small or medium-sized businesses. 
And we may, I think, fairly put the argument in a general form 
thus: fluctuations Cn employment arc in a large 'measuKe the 
outcome of competin\-'n ; the, working of competition is hampered 
by “friction”; one form of friction \b the sense of ‘personal 
responsibility on the part of employers for the men who serve 
them ; a national system of insurance will weaken this sense of 
responsibility and lessen the “friction”; and, as a result, com- 
petition will work more “smoothly” for the employer — with the 
resultant consequences, good and bad. 

That this is not an imaginary danger will be evident if we*^ 
consider the somewhat parallel case of labour exchanges. 3t 
is hoped that labour exchangers will help to “decasualise” 
labour ; and it does certainly seem that they are capable of being 
used in, that direction. But it w'ould appear, from the instruc- 
tive^ article of Mr. Heath in the last number of this Journal, 
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that there is reason to belieTe that labour exchanges as they 
are now being worked in Germany are actually having a certain 
“casualising ” effect. “Many of the leaders of the trade unions/’ 
we are told, “assured the writer that the system of employing 
men for short periods, sometimes a few hours, was on the 
increase. And even some of the managers of the labour exchanges 
admitted that the exchange was helping on this tendency.” 
There is, apparently, little statistical evidence available; 
but the one piece of statistics that Mr. H^ath is rble to adduce 
is certainly rather disturbing. For it app< 3 ars that in the labour 
exchange in the Berlin brewing industry, managed by a joint 
committee of masters and men, a distinftion is drawn between 
“permanent” and “temporary” posts, and the proportion of 
temporary posts to the total ntiitiber filled by the exchange has 
steadily risen from 42 per cenl^. in 1900 to 78 per cent, in 1909. 
We cannot but realise how easily possible it may. unfortunately, 
be for an institution actually to increase the evil it was designed 
to remedy. 

How the danger is to be mefc, 1 confess I do not quite see. 
Something might perhaps be done to penalise employers of excep- 
tionally irregular labour. Some rebate or discount might possibly 
be allowed to employers on the amount of their contributions, 
in proportion to the length of service of the men insured or the 
regularity of the employment during the year. Complications 
would arise where workmen had voluntarily transferred them- 
selviis to other (miployers ; and, to meet this and some other 
contingencies, there would seeiU^to be a need for some system 
of corporate responsibility on the part of the employers in a 
trade — as in the German accident insurance. Where the real 
respoiisibility lay with the State, as consun er of munitions of 
war or other stores, it would, one njight ho ye, soon come to be 
realised tnat the higher charge upon employers for discontinuous 
service would have to be paid by the State in the shape of higher 
prices. Yet, in these cases, Ss in industry in general, it is hard 
to see how^ a pemalty could be imposed heavy enough for the 
purpose. 

J do not, indeed, hold that a failure to overcome this difficulty 
would necessarily condemn the whole scheme. It niiay be held 
that a large measure of insurance would be so great a boon that 
it would be well to introduce it even if employment w ere thereby 
made somewhat more irregular. But we oughf, at any rate, to 
face the situation. ^ 

The immediate purpose of Mr. Jackson’s book and of Lord 

z • 
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Milner’s preface is not to argue for insurance : that they prac- 
tically assume as bound to come. Their object is to urge that 
the State’s share in the future scheme shall take the form of 
subsidies to trade unions. In urging this policy, they take for 
granted, apparently, that the Osborne judgment is not going to 
be reversed. It is pretty obvious that, if the unions are to regain 
the power of coercing their members to contribute towards the 
support of members of Parliament of one particular party, the 
country will hesitate to arm them with fresh powers to draw in 
new members. For the present, perhaps, the matter may be 
discussed on the assumption that the Osborne judgment is not 
going to be reversed. If that is so, there are exceedingly strong 
reasons why unemployment insurance should be effected through 
the unions, so far as the unions already have a system of ouUof- 
work benefit. It will be shown \ater that this statement by no 
means disposes of the question. But let ns look first at the 
reasons for doing the thing that way, if it be possible. To my 
mind the strongest reason is that, unless it is done tluifc way, insur- 
ance will inevitably weaken the unions by dimlnisbiug the motives 
which lead men to join them. At present, with those unions 
which have out-of-work benefit— and they are the great majority 
—a desire to insure oneself by means of membership against the 
risk of loss of employment is one of the strongest forces bringing 
in new members. If a man can (and, if he takes no steps, must 
automatically) insure himself, even though less perfectly, without 
joining a union, this altered position may just determine the 
balance of motives in the direction of staying outside. It must 
be remembered that some of the unions most likely to be affected 
have, even as things are, great difficulty in keeping up their 
membership. Thm the unions in the building tra(?.es hav§ spent 
large and increasing*: amounts during the last decade in unem- 
ployed benefit, and in recent years this item has acedunted dor 
almost, if not quite, a third of their total expenditure; and yet 
their membership has been steadily declining (from 253,000 in 
1900, to 163,000 in 1909). It would not be surprising if strenuous 
opposition were offered by such unions to any setting-up of fresh 
counter-attractions outside the union. 

A second and almost equally weighty reason for making th^ 
State contribution a supplement to independent trade union 
payments is that this is by far the most effective method within 
sight of providing against fraud or laziness on the paid of 
claimapts. The officials of a trade union arc usually in a good 
position to know whv members are out of work ; and, so long as 
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they have anything to pay out to them from union funds, they 
have the best of motives to keep down the number. It must, 
however, be borne in mind that this mdtive will only operate 
with its present vigo^^r so long as the payments disbursed come 
from the union’s own funds. Mr. Jackson, like some other 
writers, proposes that a State subsidy should be given to those 
“less well-paid trades which have” hitherto “not been able to 
secure sufficient contributions” from theiy members “to enable 
them to pay unemployed benefit.” He is of opinion that such 
a *State subvention — if, we must add, its benejifcs were to be 
enjoyed only by joining a union -wool J j‘enoiinously encourage 
the unions and add to their inf‘inf>cTsliip.” But nnless it was 
made conditional on the unions* institiitiiig at the same time an 
out-of-work benefit of tueir o\v;n, the mere passage of the State 
subsidy through the tdianiu'ls of the union would be no guarantee 
for its economical distr’bntjon. 

So much, then, lor the reasons in favour of using the unions. 
But now we eon’o to the crux of the whole matter — the question 
of the attitude of the State to the non-unionist workmen. The 
evident conclusion from the foregoing considerations is that 
Stare assistance should be giv('n only through unions and to 
their regular members ; and to the present writer this would seem 
in itself the best solution of the practical problem. It might well 
bring wdth it loss evils than tlie alternative, courses and more 
advantages. It w’ould, it is true, involve something very like 
compulsory unionism ; though it is by no means certain that this 
would wwk out into a more bMligerent unionism. Bnt, for 
obvious reasons, such a solution is not “]:)ractical politics” in 
England at present. Mr. Jackson’s solution is suggested by a 
provisibn in the Danish law, and is as folio wf/: 

•“The Case of the man wdio docs not belong to the union in his 
trade could be mot by allowing him to join the unemployed benefit 
fund alone and pay subscriptioiiB to that independently This 
principle of joining a union for one benefit and not for others is 
quite well established. Men are allowed to subscribe for sick benefit 
or not at their own discretion; and, thougli at present all members 
must pay contributions for trade pur})o.ses, there is no more inherent 
difficulty in accepting me-uibersliip in re.spcct of unemploj^ed benefit 
without dispute benefit, than in allowing a man to subscribe for 
dispute without sick benefit” (p.*38). 

We may well doubt, to begin with, whether Mr. Jackson quite 
realises the magnitude of the extra task he is asking the ^unions 
to undertake. To take one example : In Sir fi. Llewellyn Smiflb's 
No. 80, — VOL. XX. •• Q Q 
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Prussia is of special interest at the present time in view of the 
promise of the Government to undertake next session the re- 
organisation of the s5^stem of Exchequer contributions. The 
history of our grants lias been so frequently told, and their 
absurdities so thoroughly exposed, by economists and adminis- 
trators, that we scarcely expect to find anything new in the third 
of the volume devoted to England. It gives, however, a clear 
and concise critical account of the grants which serves admirably 
as an introduction to this very complicated subject. 

On the other hand, singularly little information has hitherio 
been available to English readers regarding the financial relations 
of central and local bodies in other European countries, and 
Mr. Watson Grice’s able and thoughtful description of the systems 
which prevail in Erance, Belgiuip, and Prussia deserves to be 
recommended to all students of public finance. An explanation 
of the apportionment of financial burdens among the dilfercnt 
authorities in these countries presupposes a general acquaintance 
with the functions and powers of the local bodies, as well as with 
the amount of central administrative control over them, and upon 
each of these points the author tells us quite siifticicnt for the 
purpose without going into great detail. In regard to finance, his 
method of treatment is much fuller ; the special local imposts, 
the central taxes to which local additions are made, the transfer of 
taxes from the central to the local bodies, the financial relations 
between the larger and smaller authorities, and the schemes of 
central subventions to particular, services, are all treated with a 
lucidity which can be apprecia'ced only by those who have tried 
to obtain similar information for themselves. 

Although for the most part the author devotes himself to 
explaining the chahges which have been made during tJie past 
century in the countries under review, he finds occasion in the 
last few chapters, when dealing in * general terms with the 
resources of local authorities and*the divisions of responsibility 
for national and local services, for some expressions of opinion 
upon suggested amendments to the English system. The proposal 
to allow local authorities to levy additions to the income tax in 
the manner adopted in Prussia does not commend itself to him. 
Tbe Prussian tax is not liable to such frequent alterations a'fe 
ours; it is more highly graded ;^it is less in amount for central 
purposes ; it is not very largely levied at the source ; compulsoi7 
declaration is carried much further; incomes over nine hundred 
marks^are taxed, and the communes may commence still lower; 
perplexing problem^ arise in localising income, ai4i local varia- 
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tions of income tax additions lead to migration of the wealthier 
persons. On th^ whole, therefore, while granting that the system 
works out. with considerable satisfaction ' in Prussia, Mr. Grice 
thinks that here it “would probably not work well either from the 
point of view of the individual, or of justice as between the local 
authorities.” Very, litole can be expected, too, from the transfer 
of particular taxes from the national to the local authoriiics, and 
so the author is concerned to lay down some general j)rmciples 
w^hich should govern the administration of grants-in-aid. Most 
of these are sound, if somewhat familiar, suggestions towards 
reform- The first, that “grants should gnly he given to services 
in which the general interest is nredominant,” 9ppears to contlict 
with some remarks in the preface by Mr. Sidney Webb, where 
he urges that there is no service in which the community as a 
whole has not an interest, and therefore a duty, to prescribe a 
“national minimum,” and to use the expedient of grants for that 
purpose. The presence of a general interest, and not its pre- 
dominance, socMS to be siifficient in Mr. Webb’s view to justify 
resort to grants, though he w^ould vary th^' amount according as 
the interest of the community as a whole is more or less 
important. That they should be conditional on efficiency, so 
arranged as to minimise the inequalities between districts in 
respect of loco-national burdens, and should not be given to 
objects which directly and obviously raise the value of fixed 
property in any locality, will be generally agreed. But when 
Mr. Gri/e adds that, subject to the fulfilrnenl/ of the foregoing 
conditions, “the grants should, a^ far as possible, and in view of 
all the circumstances, for financial and. administrative reasons, 
be kept at ike lowest proportion necessary to achieve all the 
purposes of grants-in-aid,” we wonder whether to consider it a 
truism or an error. Certainly if alf the rurposes of grants arc 
achi( 3 ve(l, nothing remains to be said in criticism of the amount, 
but WG arc inclined to urge# that for some services the grants 
should not only be arranged with a view to minimising inequalities 
between districts, but should bo as high as possible, the limit for 
both purposes being that the spending authorities must have 
every motive for reasonable economy. How high a proportion of 
Ike cost of education or of poor relief that may be, depends uppn 
administrative questions, the ^lethods of the grants, and the 
degree of central control. Possibly the differeace between us is 
mainly one of emphasis, but in our view Mr. Grice does not 
sufficiently appreciate the desirability of removing certain Burdens 
from the locakty to the fullest extent permitted by considerations 
of economical administration. Stanley H. Tubner 
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Wool-growing and thjp Tariff. By C. W. Wright. Harvard 
Economic Studies, V. (Pp. xiii + 362. 1910.) 

In “purer” moments the economist may be tempted to wish 
in his heart that England had a tariff, just because it would 
raise so many “neat ” problems. Dr. Wright’s study, which covers 
the whole of United « States history, should help to discourage 
such lamentably irresponsible musings. Most of the “heat” 
problems are insoluble : they are most insoluble of all at the 
time when a solution «.chiefly matters — when tariffs are in the 
making. Throughout this detailed inquiry taxes on wool con- 
stantly do what they are not expected to do, and leave undone 
what was hoped of them ; and tl^e main results for the student 
of economic theory are those broad, by no means neat, results 
about the working of tariffs that he knew already. 

There have been taxes of some sort on wool brought into the 
States ever since 1816, vsave for the short ('xciting period of free 
wool in the ’nineties. And this is Dr. Wright’s summary of sum- 
maries. (If anything, the book has too many summaries.) 
“The most that can be said for the tariff is that it has somewhat 
increased the number of sheep in the country, chiefly since the 
war and during the time after the rise of the industry in the 
Far West,”i.c., since the ’seventies (p. 323). “Somewhat” is to 
be^ interpreted modestly, for elsewhere (p. 305) Dr. Wriglit 
italicises the fact that in 1897 the chief raTiching Stakes of th(. 
Eockies — Montana, Arizona, iSjevada., Wyoming, and Colorado — 
“ended the period of combined industrial depression and free wool 
with more sheep i}ian they had at the beginning, a fact which 
cannot but lead one to raise the question how necessary tlie pro- 
tective tariff is for he wnol-grow^rs of this section Lg.ter 
statements, however, suggest that fcfr “is” in the last clause 
we should read “was,” since at the close (p. 325-6) the facts are 
emphasised that the wool clip of the IJ.H.A. Fs less than it was 
in 1892-4 ; that on th(‘ whole it is likely to deMine ; that she is 
becoming increasingly dependent on imports; that, therefore, “if 
the industry is to b(^ maintained in a position of the same relative 
importance as formerly, a higluT tariff' will be necessary.” Upon 
the problem of gen(U’al policy, no opinion is expressed, but 
elsewhere Dr. Wright is, very properly, not (‘ven quite sure that 
this hjpothetical higher tariff' really would maintain the relative 
importance of the w^ool-growing industry, for dearer wool means 
more substitution. ^‘Against such rivalry the tariff is impotent.” 
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These are some of the unknowns, or shall we say uncertains, that 

spoil the problems. 

. The main, and very great, interest of the book lies outside 
me tariff question altogether. In tracing the history of wool- 
growing, Dr. Wright throws his net wide. The tariff, he shows, 
has been a subordinate force throughout. Manufacturing and 
commercial developments, the competition of English woollens 
and New England cottons foi the favour of the consumer, the 
rivalry of cattle with sheep on the rangfes of tlic West ^^nd of 
Ijutter with mutton on the farms of the East, the unequal effects 
of reduced cost of carriage on the profits from wheat and wool 
growing, and a score of other considerations, have from time to 
time changed the character, location, and fortunes of the 
American flocks. And the changes are worked out on the grand 
^ scale, and at the characteristic American speed, over the face of 
half a continent. 

Nothing is more fascinating in the wholo study to a Britisher 
than the Amoricaii’s rapid — oftiui unfortunately rapid— response 
to every economic stimulus. He hurls himself into merino- 
breeding early in the nineteenth century, and hurls out of it for 
a time with curses a few years later. An English market for 
cheese developed in the ’forties, and in the East “whole towns 
and counties sold their sheep and bought cows “ (p. 130 n.). At 
that time the Middle West was becoming the chief home of the 
flocks. Enter the railway and the great European food-stuffs 
demand. Promptly the Western farmer “forgot all about his 
little flock, and reverted to his fir^t choice — the wheat, corn, pork, 
and beef” (p. 149). The Civil War artificially stimulated wool- 
growing in all districts. Tn ’68 came a disastrous fall in wool 
pric(^ — “four million sheep were killed in that winter” (p. 201). 
Later fruit-growing drove most of#the slu^op out of California, 
and they have only restjC'fl, so to speak, in the arid plateatix of 
the Kocky Mountain belt. Even there they are pn^ssed by rival 
users for some ^f the ranges and by that competition from the 
southern hemisphere whidi elicits the hint of a yet higher tariff. 

]n hardly any case have there been revivals in deserted 
districts. I have often been struck by the amazingly small 
• development of sheep-rearing as a pa,rt of general fswming in the 
older States, and could wish that more had been said about tliis. 
As an economic justification We are reminded that “in the most 
progressive parts of Europe the number of sheep has steadily 
decreased in the same manner as in the older scctionB of the 
United States” (p, 320-1). Now so far the United Kingdom 
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is concerned, this is not the case, as Dr. Wright’s own tables 
" partly show. There has never been anything at all comparable 
to the fall in New England and the Middle Atlantic States from 
4,000,000, the average for 1890-3, to 2,200,000, the average f^^ir 
1904-7 (p. 298). Taking the same averages for the United 
Kingdom, the fall was only from 32.600,000 to 29,100,000, and 
there has been a marked recovery since 1907. At no time since 
1870 has the number for four consecutive years averaged much 
over 33,000,000; and ‘in 1880-3 it was lower than in 1904-7. 
Dr. Wright at times seems to assume that, as part of general 
farming, sheep-rearing must of necessity be on a small scale. 
Well, there jire about tv\hce ns many sheep in Lincolnshire as in 
all New England, and most of the Lincolns are raised on 
“general” farms. 

No doubt the Yankee farmer knows his business. Perhaps 
the size of farms or the demand for dairy produce, on which Dr. 
Wright lays stress, offers a partial explanation. Yet with us a 
dairying county of rather small farms, like Cheshire, manages to 
keep about three times as many sheep as Massachusetts. A more 
fundamental cause, T take it, as Dr. Wright explains for an earlier 
period, is the old American dislike of “shcej> meat,” which makes 
catering for the joint mutton-wool demand relativ<'iy unprofitable. 
But wc learn without surprise that the mutton dc^rriand has grown 
steadily of late (p. 310-2), so perhaps we may shortly see a nearer 
approach to English farming methods in the East. Th('rc should 
be room for it, on the wool as w^ell as on the mutton side, for 
increasing quantities of British, \Vools have been going* to the 
States of late years. Whether their exact qualities can be repro- 
duced over, there I do not certainly know . That is the worst of 
wool. The characteristics that make it so unfit for ‘grading and 
futures make it hard to argue, about in the lump ; hard, too, to tax 
scientifically. Of this '‘last fact also there are plenty of’ illustrjl- 
tions in Dr. Wright’s exhaustive book. 

H. CliAPHAM 

Die Deuischen Getrcidezdlle. By L. Brentano^ (Stuttgart & 
Berlin : Cotta. Pp. 67.) 

The subject which is treated in this memorandum tests the * 
geiieral breadth and accuracy of an economist’s scholarship rather 
than his power of original research. So much work has been 
done upon the accessible material that we cannot expect any 
great extensions of knowledge. There is, however, room for an 
authoritative summary of established conclusions, and it is this. 
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apparently, at which Processor Brentano has aimerf. The result 
^is not altogether, satisfactory. There is ample evidence of wide 
Reading and intellectual agility, but we dq not find that measure 
o\lucid arrangement and exact thought which work of this kind 
peculiarly requires. 

The arrangement suffers f^om an attempt to interweave a 
history of the corn duties wdth an analysis of their effects, the 
result being that whilst analytical problems are taken up and 
dropped and resumed in bewildering fashion, we nowhere get 
the clear narrative of facts which would be inost useful. The 
reader will not find it easy to discover from the narrative the 
exact dates at ^Ahich the reductions nindetiy Count Caprivi, or the 
increase made by the tariff law of 1902, came into operation, 
and he will have to pi^^co together from different parts of the 
paper the author’s views ou^ the incidence of the duties and 
other theoretical questions. On the analytical side we distinguish 
tw^o chief problems. Firstly, that of the effect of the duties on 
Grerman agriculture , secondly, that of the incidence of the duties. 
These problems arc, of course, intertwined at several points, 
but they arc sufficiently distinct for rs to take them separately. 

(F The Development of German Agriculture . — Professor 
Brentano shows conclusively that the duties have not made 
Germany independemt of imported food, and are not likely to 
do so in the future. The German nation is becoming more and 
more urban and industrial, its standard of living is rising, the 
land available for agriculture cannot bo increased in the future 
as it has been in the past, it is more likely to be diminished by 
the further spread of industry and the development of means of 
communication. Nor is it possible to obtain in Germany the same 
high produci per acre as is obtained in England, for the protective 
system keeps inferior land under ths; plough. The discussion of 
the extent to which agricjulturo is bemefited by the corn duties is 
less happy. The author attaches great importance to figures 
which show tha^75 per cent, of landowners — i.e., all those with 
less than five hectares and some larger properties — consume more 
corn than they f>roduce. The usual reply of protectionists to 
this line of attack, viz. , that the corn duties are part of a general 
•scheme, and that proprietors who are not benefited by them are 
benefited by duties on meat or dairy produce, does not seem to 
be known to him. He deals only with the clajm that the duties 
which encourage the growth of corn benefit, indirectly, producers 
of meat, &c. , by reducing domestic competition, since Baen are 
led to grow corn who would otherwise rais(?. cattle. He dismisses 
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this claim on the ground that high com prices reduce the demand 
for meat, and increase the cost of producing* it. Much more/ 
important than the problem of the effects of the com dutie/, 
considered in isolation, is the question of the effects of the taAff 
as a whole upon agriculture. It seems to us at least arguable 
that the value of agricultural land generally has been raised by 
protection, and that small as well as large proprietors have been 
benefited. And, indci'd, in another connection the author insists 
on the rapid rise in thfi value of agricultural land. It is, no doubt, 
true that the corn-growers gain more by protection than the me^bt- 
producers, just as in this country the corn-growers have suffered 
most under free trade. But when we concede this the question 
whether meat-producers gain or lose on balance remains un- 
determined. 

Professor Brentano would, peS:‘haps, have spoken with less 
assurance on this subject if he had not convinced himself that 
even to corn-growers protective duties are of no permanent use. 
His argument on this head is remarkable. He ascribes the 
inability of G-erman corn-growers to meet foreign competition to 
the high price of land. But since, he tells us, the price of land 
is raised in proportion by every increase in the corn duties, it 
follows that no corn duties can, in the long run, enable German 
landowners to meet foreign competition. The answer to which 
is that since rent does not enter into the cost of production, the 
price of land is determind by the profits of agriculture, and 
cannot itself determine them.^ 

(2) The Incidence of the Duties . — The reasoning on this 
problem is ill-arranged^ and, as it seems to us, often confused. 
Two distinct questions arc raised : First, the extent to which 
German prices exceed prices in free trade *areasf second, the 

* This curious argumenS. deserves full quotation. After showing that il> is 
the price of land rather than wages or interest vAiich disables the German corn- 
grower in competition with other countries, t^Jio author proceeds as follows, p. ^2 : 
*‘Was aber ist der Zweek dee Getreidezolls ? E]r soil den Gotroidepreis 
steigern. In dem Masse, in dem dieser Zweek erreicht wird, steigt die Geldrente, 
welche der Boden abwirft. Der Minimalpreis des Boden^ aber ist gleich dor 
Geldrente die er abwirft, kapitalisiert rait dem herrschendon Zinsfusse-Ent- 
sprechend der gesteigerten Geldrente steigt also der Bodenwort . . . Die Polge der 
Getreidezolls ^er seinen Zweek, die Stoigerung der Getreidepreiser, wirklioh, 
erreicht, ist also die Steigerung eben der Toils der Landwirtschaftlichen Produk- 
tionskosten, wegen denen Kobe das Inland mit dem Ausland nicht konkurrieren 
kann. Da der Getreidezoll das Vcrhaltnis des Bodenertrags zum Bodenwert nicht 
verandert bat, bleibt ier Getreidebau nach wie vor unrentabcl. Bleibt der Land- 
wirt, gleiohviel ob Kaufer oder Erbe, beim Getreidebau, so ist er notwendig alsbald 
wieder notleidend. Dann erschallt aufs neue der Ruf nacb abermaliger Erhobung 
des Gtf^treidezolls. Und so ^eht es fort. Es ist eino Sobraube ohne Endo.” 
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extent to which the exclusion of com from Germany lowers prices 
in the world market. At the outset, the author admits that the 
Wcess of German over world prices does ’-not decide the questioo 
or incidence : in later passages he seems to suggest that it does. 
The exposition is at least so far defective as to leave his opinion 
doubtful. 

The problem of determining the extent to which world prices 
are lowered and German prices raised by the duties is attacked 
with the aid of a formula derived from Gregory King’s figures for 
the elasticity of the English demand for wheat at the close of the 
seventeenth century. On the assumptioji that Germany imported 
about one-sixth of its wheat, and that this one-sixth equpJIed 
one-fiftieth of the consumption of the rest of the world, it is 
calculated that import duties might raise prices 57 per cent, in 
Germany and reduce them by 4 per cent, in the world market. 
Although the authority of I'ooKe is quoted in support nf Gregory 
King’s figures, are not pe rsuaded of the vrisdom of attempting 
such a precise statement of the incidence of the duties. It is 
generally admitted that the elasticity of the English demand for 
wheat is not now what it was in Tookc’s day, even if it was then 
what it had been when Gregory King wrote. What justification 
is there for assuming that King’s tables give an accurate statement 
of the elasticity either of the Gorman or of the world demand? In 
fact, this appeal to King suggests a very imperfect understanding 
of the theory of demand, and this suggestion is strengthened by 
what follows. “The slight reduction in the world price from 1 
to 0*96 would quickly come to ah end,” we are told, because “the 
consumption per head of the non-Germa» nations, which consume 
corn, is still capable of great increase.”^ Has not precisely this 
capacity been allowed for already in limiting the fall of price in 
the world market to 4 percent.? The cav^e which more probably 
might raise the price of* corn to its former level, viz., limitation 
of supply, resulting from the#sma]ler profits of farming or opening 
up new land, is*not mentioned. The conclusion is that Germany 
must pay the whole duty. “The foreigners would have to bear a 
part ot the duty only in the event of their being forced to sell 
corn in Germany in liquidation of pressing obligations.”^ At 
this point we come to the apparent confusion between the pro|,^em 
of discovering the effect of tbc German duties on world prices 
and the problem of comparing German prices with those of the 
world market. The researches of Matlekovits, Lexis, and Conrad 
into corn prices in Germany and untaxed countries respectively, 
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showed that on the average German prices exceeded world market 
prices by less than the duties down to 1894. The conclusion has' 
often been drawn, and seems to be accepted by Brentano, thfio 
foreign countries bore the balance of the duties. For tkis, 
however, the facts observed offer no warrant. If Germany lives 
part of the year on home supplies, or if part of Germany lives all 
the year on home supplies, average German prices may well be less 
than average world prices plus the duty. It does not follow that 
when Germany does buy from abroad the price is less than the 
world price plus the duty. We may, in a word, be certain that tjie 
value of in^ported corn when it is imported always exceeds the 
price in the world market by the amount of the duty. The 
problem is still to discover the extent, if any, to which world 
prices are reduced by the reduction in German demand. No 
statistics of the relation between'" average German and average 
world prices throw any light upon this problem. Such statistics 
arc only of importance in calculating the total burden which 
rests on German consumers, for they do throw light upon the 
extent to which any rise that takes place in the price of imported 
corn is transmitted to home-grown corn. It is, of course, true 
that if the delivery of corn to Germany were controlled by a 
monopoly, the price charged to German importers might be 
lowered without the same conc^ession being made to other buyers ; 
and something like this situation w^as, it seems, actually realiaf^d 
in the case of ."Russian rye. The Russian Government met 
the duties in some measure by reductions in the export freight 
rates on Russian railways, and,* in so far as this was the case, 
the price of imported rye in Germany would, no doubt, have 
exceeded,* by less than the duty, the price of rye within the 
Russian frontier, assuming that the rf^duction was limited to 
rye booked through tq Germany. A writer who had really sure 
footing on the theoretical side would, we think, have given a 
detailed account of these Russian freight reductions. Wo should 
like to know exactly what reductions wor(‘. maie and at what 
times, also what is the evidence for supposing that they were 
solely attributable to the German duties. None of these points 
are dealt with in the mcmora.ndum.^ 

^We have room for only a few other remarks. On p. 19 the 
author refers to statistical evidence of the connection between 
fluctuations in crime and in corn prices. The statistics are 
quoted in the appendix.- It is at least conceivable that such 
statistics give an erroneous impression of the amount of crime 
^ p. 14. / a r, 5e. 
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really due to protection. We may admit that temporary fluctua- 
^1?ions of food pribes away from their normal level produce con- 
siderable fluctuations in the number of crihies. It does not follow 
thJlt if the normal level of food prices be changed permanently 
there will be a comparable change in the normal number of 
crimes. Morality has piobably a certain power of adjusting itself 
to permanent changes in the standard of life. On the same 
page the author insists on the injury done^ by the corn duties to 
the producers of articles consumed by the masses, especially boots 
and clothing. This line of argument is hardly admissible, except 
in so far as alteration in the corn dutjes may ha^' made the 
demand for boots and clothing irre‘^ular. The politician v/Lo 
wishes to get corn duties abolished will, of course, persuade as 
many trades as possible that they will gain by the change. An 
economist ought to understaii^ that w^hen corn duties have been 
long established such gains will be of the nature of “unearned 
increment.” A sufficient account of the evil effects of corn duties 
has been given vvhen we have (a) determined the loss to the 
national dividend caused by diverting labour and capital from 
producing, e,g., boots and clothing to producing corn, and (6) 
analysed their effect on the distribution of this reduced dividend 
between rich and poor, workers and non- workers. One of the 
most interesting sections is the discussion ^ of the importance of 
the duties to (lerman national security. Several points are 
brought out which are not universally recognised. It is shown 
that (xorman agriculture is enormously dependent at harvest time 
on Eussian and Austrian labour, *and that the difficulty of gather- 
ing the crops with this labour cut off aad large German armies 
in the field would be considerable. 

We have purposely dwelt in the main upon what seem to us 
tq be serious defects in this memSraudum. The case which 
Professor Brentano had to present is a strong one, and the bulk 
of what he has written, as al»o the lengthy statistical appendices, 
offer much indisputable evidence that the corn duties are a great 
evil for the existing German people. We are not so hyper- 
critical as to blame the author for failing to discuss at length 
some of the arguments which appeal to the German agrarian 
economists. He could not, for instance, have dealt with ^ihe 
ethical and social opinions of Professor Wagner without exceed- 
ing the space to which he has limited himself. • We are, howe\er, 
justified in expecting rigidly exact thought from a writer who 
decides to avoid the more nebulous aspects of the controversy, and 

1 P. 23, 24. 
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to concentrate upon the issues which are, strictly speaking, 
scientific. It was with this expectation that we approached 
Professor Brentano’s work, and we confess to a certain measure.' 
of disappointment. 

H, 0. Meredith 

Wertzuwachssteuer—Theorie und Praxis, By Dr. F. Lifschitz, 

Privatdozent at Berne University. (Berne : Max Drechsel. 
1910. Pp. 32.) 

This slight essay hardly does justice to its subject. The 
theoretical side of the question of unearned increment taxation 
is treated very surniiiarily, and the only practical experiments in 
this form of taxation here considered are those of Frankfort and 
Cologne. There is not a single rrference to the British Budget 
Bill of 1909, now duly legalised, nor yet to the Imperial and 
State projects for taxing “increased values” which have been 
put forward in Germany. Dr. Lifschitz cordially approves 
of the public appropriation of a portion of the unearned incre- 
ment in land values in the form of taxation, and he welcomes 
this taxation as another proof of the overthrow of “Man- 
chestertum.” or the doctrine of laisser faire. Answering the 
objection that while real estate is being subjected to this tax the 
windfalls w^hich are incidental to some forms of industrial and finan- 
cial enterprise escape, Dr. Lifschitz pleads that the monopolistic 
character of land justifies special treatment, though he is willing 
to impose an unearned increment tax on industry as well. To 
those who say that the tax is Socialistic, he replies that such a 
contention betrays loose thinking, and he invites them to take 
the trouble to understand what Socialism really means. If an 
unearned increment tax, which secures to the comi^unity a 
certain modest share of increased value due largely to social influ- 
ences, is Socialism, what shall be ^ said of succession duties or 
progressive income taxes in their higher scales?^ Stating rather 
than discussing — with a cautious brevity — the question whether 
a tax of this kind is transferable from the seller (upon whom it 
always falls in the first instance) to the buyer of a property, 
the author t'akes a negative position, but convincing reasons are • 
not given. Of practical, administrative questions considered — 
again all too cursprily— the principal are : Should an unearned 
increment tax be “direct,” i.e., periodical, or “indirect,” i.e,, 
incidental to property changing hands only ; and should it be a 
State- or a local tax?/ As to the former question, ^r. Lifschi' 
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advocates “dii^ect” and “indirect” taxation conjointly, and as 
the latter he prefers local administration, inasmuch as “local 
/jnditions would then receive more consideration.” It does not 
occur to the author that local conditions might, under such circum- 
stances, receive too much consideration, for which reason the 
principle of British unear ;ied inci ement taxation seems thoroughly 
justified — State valuation and assessment, while the proceeds 
are divided between the community in toto^and the local authori- 
ties. ‘On the whole the essay cannot be said to add to our infoima- 
tion. Apart from its incompleteness as a statement of facts, the 
theoretical treatment of the question is inadequate. ^»Cometimes 
’ Dr. Lifschitz is much too dogmatic, but more often he is halting 
and undecided. 

William Harbutt Dawson 

Das Eibenstocker SfAckereigewerbe unter der Einwirkung der 
Mode. By alb’:ht liAScn. (Tul)ingen : H. Laupp. 1910. 
Pp. vii + 166. Price 4 marks.) 

The psychology of fashion has long been a favourite topic 
with Bocial philosophers in their lighter moods, but the economic 
aspect of the question, the possibly far-reaching effects which 
fashion may produce in an industrial community, have not 
hitherto attracted much attention. The wTiter attacks the question 
with reference to the embroidery of Eibenstock, wdiich is essen- 
tially an. article of fashion. He describes the nature of the 
industry, and sketches the rise of the little mountain town, which 
numbered no more than 8,724 inhabitants*at the time of writing. 
The “moiHent” in its history w^as undoubted* v the time which 
saw tile introduction, and the rapid rise into popular favour, of 
the crinoUne. This article involved a liberal use of flounces, 
frillings, laces, trimmings* and wrhat not, the demand for which 
immediately rose to an unprc^^edented degree. Eibenstock made 
the most of the •□pportunity, and the invention of the “hand 
machine ” in 1830 reacted on the demand by cheapening the 
finished product, T^'he quantities demanded were enormous, and 
no very high standard was applied to the quality. The youthful 
industry conquered the market. * 

In 1872 the tide turned. The crinoline, disappearing among 
the wealthier classes, persisted for a while among the poor andftu 
remote country districts, but its day was doomed, and ^ith its 
fall came the decline in the demand for the cheap trimmings of 
Eibenstock. Prom 1872'-80 the industry wtot through a period 
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of terrible depression, from which it eventually emerged, maimed 
but still living. ' 

It is not to be supposed that fluctuations in fashion are the 
only dangers to which an industry such as that of Eibenstocii is 
exposed, nor can all the chances and changes, all the evil moments 
which the town must live through, Ke attributed entirely to the 
never-ceasing search^ after new effects in personal adornment. 
Fashions as a rule do not change very brusquely. It is commonly 
supposed that the Parisian lady and her tailor exercise exclusive 
sway over the feminine garb of the civilised world. This, says 
the writer^ is an erron;^. The Paris tailor makes models : he 
cannot decide who will copy them. The popularisation of a mode 
depends on a variety of circumstances, among them the capability 
of existing industries to adapt themselves to the production of 
the article in sufficient quantities.* The all-compelling crinoline, 
we imagine, must have been materially assisted in its victorious 
career by the case with which the trade turned out vast quan- 
tities of worthless trimmings. A fashion, if circumstances are 
favourable, spreads to wider and wider circles of correspondingly 
diminished means. As regards the accessories of feminine 
clothing, such as the (embroideries which Eibenstock produces, 
changes in fashion are usually chiefly a matter of detail, of 
design, pattern, &c. Hero the industry can spcc^dily adapt itself, 
and the necessity for such change produces in the working popula- 
tion qualities of energy and versatility which are valuable assets 
in an industrial town. JSFevertheJoss, the dividing line . betweeji 
a change of fashion which merely requires recourse to fresh 
patterns, and a change^ which will throw an entire industry out 
of gear, is a very ?? arrow one. 

There are, however, other dangers w-hich have wrought more' 
mischief than the whi^ns of fashion. The little town li«,s perma- 
nently to face the competition of better equipped , better trained , 
and better situated workers. These have successively deprived it 
of all its staple products. At the end of the ’seventies the under- 
linen industry had gone to Berlin, the embroidery had been 
depressed by Swiss and Saxon competition, and the international 
demand for trimmings soon showed itself a thing to be little relied 
oil. None of these influences have any connection with fashion, 
while, on the other hand, the embroidered trimmings, which now 
form the main^industry of the town, are very much at the mercy 
of changes in the popular taste. 

The industry is largely a “homework” one. The men who 
havfe saved enough k> purchase a machine work •in their own 
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homes helped by their wives and families, and with all the 
attendant evils, X)t which however the writer has very little to 
say. There is practically no organisatioh and very little effort 
atfcbettering either conditions or output. The best that can be 
said is that the climate is healthy, the workrooms good (the 
machine is large eiiough to require a separate room, and good 
light is essential), and that the people have learnt to hold their 
own and turn theii means to the best account. 

H. Keinherz 

Studien uber die Entwickelung der W^r^nhduscr %n l)<.utschland. 
By Dr. Kathe Dux. (Jena : Gustav Fischer. 1910. Pp, 
vi + 208.) 

A STRiKiNO illustration of^ the tendency of modern times to 
undertakings on a large scale is st'cn in the development of the 
general stores, more especially in Germany, where the butcher, 
the baker, the candlestick-maker, all keenly f(iel the competition 
of the big concern round the <*orner. Tlu' subject is interesting in 
many ways, and Dr. Lux has collected a g.eat deal of informa- 
tion on the general stores in Germany. Her method has been to 
send round questions to owners or directors, and when we 
remember the inherent tendency among such people to keep 
particulars of their business to themselves, it is astonishing to 
observe how much Dr. Lux has gleaned. 

She deals wdth the rise and growth of the stores, with the 
numberj status, and pay of the eniployc^es, and considers at great 
length the supply and distribution of three commodities in 
particular — china ware, jams and picklei^, books. The work is 
wholly descriptive ; and tells its story clearly a. id directly, fortified 
at every step by references. While a good deal of the book is 
ta^ken up with conditions in Germany, onr or two points suggest 
themselves by way of com*parison with khiglish (‘onditions. Thus, 
for example, does the living-in system prevail in Germany? 
Apparently not.® Or again, is it as true for this country as for 
Germany that by far the preix)ndcrating proportion of employees 
in the German stores are women? 

Where Dr. Lux considers the economic aspect o[ the stores, 
*what she says applies generally. How the work is organised, hpw 
the commodities are produced and the prices fixed, the influence 
of stores on the production and consumption of country, their 
advantages and disadvantages — all these points are garefully 
handled The large number of tables in tlie appendix add to the 
value of the treatise. M. Epstein 
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Kapital und Kapitalzins, By Prof. E. von B53™ Bawbrk. 
Zweite Abtheilung. Positive Theorie des Kapitales. Dritte 
Auflage. Erster Halbband. (Innsbruck : Wagner. 1909.) 

At the end of twenty years the author of the History of the 
Notion of Capital, and of the Positive Theory of Capital, reviews 
his work in a preface to the third edition of the latter book, which 
is now to have two volumes. He has good cause for satisfaction 
with the results of his labours. He has not only worked . out 
theories that have been recognised in many quarters as funda- 
mentally right, but h(‘ has virtually prescribed the lines on which 
discussion oV the whole subject has been proeecTiing for the last 
twenty years among economists, and is still ])rocoeding. Even 
if he had made no converts, this were a feat of which an author 
might well be proud. 

He is far too modest to pronounce the survtyid work “all 
very good/’ but he retains most of the positions occupied in 1888. 
They were not occupied without abundant can^ and study and 
thought. He has taken opportunity at various times to defeuvl 
them dialectically, outside of the soltunn print(^d books of two 
or three hundred pages. His pen has been at work not only in 
German and in Austrian journals, but in Ihiglish and American.^ 

The results of those various discussions are garnered in this 
new edition : and the issue is a more thorough and patient 
examination of details than is quite agreeabU^ to those readers, 
even economists, who prefer small books to large. But i\ii) author 
escapes the reproach of evading -Jifficulties. There is hone too 
small to be faced by him : and every loophole is stopped where 
he can stop it. He certainly does not “look a difficulty boldly in 
the face and pass on.” He allow^s himself to pass cn only .wdicn 
the consideration has been, so far as he can make it, exhaustive. 
If he has erred in dLeursiveness, it is a failing that* leans to 
virtue’s side. 

He found he could not be equahy exhaustive in discussion of 
individual authors without producing a volume of intolerable 
length. But, even for discussion of the details of the main argu- 
ment, fulness makes more demands on the reader than the reader’s 
leisure will permit him to concede, if he happcuis to be a student of. 
economics but not a professional or academical teacher thereof. 

In addition, therefore, to the two hundred pages of the book 
itself, we find njafly as many pages of Excursus, desirable reading 
but not .essential. They are chiefly on the exact bearings on the 
mairi theory of the greater fruitfulness of longer as against shorter 
' See the publications reviewed in this Journal, Juno, 1900, and^feeptember, 1904. 
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ways of production, of invention, skilful selection, increased 
quantity of capital, set against longer ways of applying capital 
with shortening as result, and such topics as the relation of the 
mJbin theory to the rehabilitations of the old Socialistic view that 
interest is defrauded labour. , 

The main theory itself is retained. The value of present as 
against future goods is still of the essence of it. Concessions are 
made in detail to criticisms from various quarters, including the 
Editor of this Jovrnal, Professor Wickse.il, an3 Professor Irving 
Pisher (Pref., p. v). The camf>aigii is not yet over* but, so far 
as it has yet proceeded, its battles art^ gtiiore fully -recorded and 
described and studied in these than in ary single volume 

elsewhere. “Almost every year new attempts are made to define 
the disputed noi.ion [of (capital] in a way that shall be final. As 
yet, unhappily, they have fiad no decided success. On the 
contrary, many of the attempts have only led to the appearance 
of more combatants on the fudd of battle and givtui fresh fuel 
to the strife” (2^). 

James Bonar 

Handbook of Practical Economics, By 3, Schrijvbrs. Trans- 
fated from the French by F. M. Capes. (London : Sands 
and Co. 1910.) 

TiFEiiE is room in the literature of political economy for a 
treatise written wifch the hard syllogistic exactness of a scholastic 
text-book. It would not be at aU amiss that clearly defined and 
unchanging moaning should be al3&xed to such terms as wealth, 
capital, labour, industrial freedom, and* that the reasoning in 
which, such t ;rms are employed should be cast in the rigid forms 
employed by the scholastic disputants. But for such advantages 
we slioula look to the trained theologian, and it is doubtful whether 
men whose training has been theological are best fitted to discuss 
the issues with which political economy deals. This reflection 
will occur at once to the reader of M. Schrijvers’ book. He is 
everywhere concerned for the ethical and religious interests 
connected with the questions which he treats; and though he 
.admits, at the outset, that political economy has its own subject 
matter and its own methods — which are not those either of etMcs 
or of theology— he too easily forgets the distinction on which he 
has insisted. He disapproves of Liberatore’s viel^ that economic 
science is not distinct from the science of morals, but tit every 
turn he lays himself open to a reproach of •much the same kind. 
To take an example : what are we to say to this statement : — 
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“The formation of papital is entirely due to renunciation, and this 
is not taught practically — still less efficaciously —except by the 
Church*’? We have heard the formation of capital ascribed to 
“saving” and to “waiting,” but the use of the term “renuncia- 
tion ” in this cojinexion is a novelty and not a happy one. To 
talk of Mr. John D. Rockefeller practising “renunciation” in the 
amassing of capital is to credit that gentleman with a disposi- 
tion of soul of which he is hardly conscious. Men do" not 
“renounce” wealth or the satisfaction which wealth brings when 
they store up capital ; they are striving for more than they already 
possess. Ra'^inciation , as taught by the Church , is a moral virtue ; 
nobody, we may be assured, would be more surprised than the 
great capitalists to learn tliat their ac'cumulations were an evidence 
of the practice of Christian virtue in an eminent dc^groe. Again, 
was there no formation of capital antecedently to the founding of 
the Church? Did men not learn — practically and efficaciously — 
to adopt the practice, be it of “renunciation ” or other disposition 
of mind, which utilises wealth produced for the acquisition of fiu- 
ther wealth ? And is this not done at the present time in countries 
where the Church has not the o}>portunity of teaching “renuncia- 
tion ”? Religion has, no doubt, its relations with economics, just 
as it has its relations with law, medicine, and politics. But the 
basis — the data— of the science of economics is furnished by 
Nature — human nature included — as completely as is the basis’ of 
the other sciences. To exaggerate the place of religion in the 
relations referred to is not a service either to religion or economics. 

The view above criticised is, we may safely hold, an exaggera- 
tion ; so,, too, is tlie following: — “Association, if it is to be 
powerful — and, stiH more, desirable— must have r/digion ^as its 
basis.” Scholastic philosophy insists on the Aristotelian axiom 
that man is a “social a/nimal.” 11 this principle be admitted, we 
are forced to conclude tliat association is a natural necessity of 
human nature. It is the associative tendency with which Nature 
endows man that the economist has to do with, and which for 
him works itself out in the various forms and details of organised 
industry. Religion may sanctify such organisation— as it may 
sanctify any other human activity — but religion is not the founda- 
tion of association, any more than it is the foundation of the 
marriage which it blesses. 

As might been expected, the author gives a large place 
to the discussion of Socialism. The chapter on this subject is 
one of the best in his^book, though the sketch of Marx’s theories 
is defective, and the difference between “State Socialism” and 
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“Socialism of the Chaii^” not clearly discernible As put by him. 
To his strictly economic teachings exception might frequently be 
taken . His definition of capital as “ an economic good destined to be 
the instrument of a fresh production” has its obvious difiSculties. 
The proposition that “ division of labour presupposes direction by 
a single head ” is still more questionable. Evcn^ui his application 
of scholastic conceptions to economics he lays himself open to 
criticism. Discussing the production of wealth he mentions three 
causes as concurring to the result : the iTiaterial cause, Nsture; 
iho formal cause, Labour; and the instnimentai cause, Capital. 
From this enumeration we miss Vvdin.t we should iiavf^ thought 
the most important, namely, the cfficflenf cause.'* But, surety, 
labour is that cause ; and it is a misuse of scholastic terms to 
d(‘-scribc it as the foru.al cause Here and there the author’s 
meaning is not obvious, buUilus may be due to the translation, 
which is not, one is inchned to think, the work of an economist. 

‘T, A. Finlay 

Prinoipcs dc Id PoUtiqu< Regulafrirr dcff Changes. By M. 

Ansiaux (Institnts Solvay) (BrusseL : Misch & Tliron. 
Pp. 259.) 

The author, who is a Frofessor at the Uiiiversity of Brussels, 
disciusscis foreign Exchanges and the problem of protecting the 
bank reserves, mainly wdth a view to showing that these things 
cannot be left to settle themselves, but call for a politique 
^ regulatrlce . He has much to say against what he conceives to 
be a classical doctrine of laissez-faire as applied to the foreign 
Exchanges, a doctrine the application of which is supposed to be 
typified by the refusal of the Bank of England in the early half 
of tile nineteenth century to regard itself as bound to maintain 
the'nathnal gold reserve. It wou4d bo perhaps difficult at this 
date to point to any recognised English authority on questions of 
banking who does not accept the view that the maintenance of 
the gold reserve is a matter requiring more attention from the 
State than the maintenance of an adequate supply of hardware, 
or even of corn. One feels that in his anxiety to insist upon 
the need for a politique regulatrice, the author goes too far in 
sharpening up contrasts between the view which he 'is advocating 
and that which he is anxious tg attribute to the “classical school,” 
and even to their descendants. Like so many ^^ntinental writers 
he insists on attributing to them a wooden-headed belief that 
everything will be for the best if everyone will pursue his own 
obvious immediate interest in the most shortsighted way. •Thus 
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it is a pure misuse of words to interpret the maxim lamez-^faire 
as an injunction to hankers to do nothing when .threatened with 
a run on their reserves.,. 

On the other hand, the contrasted policy of rigulatrice 
politique is interpreted in a way which covers rather more than 
an English reader would expect. When the Bank of England 
raises the discount rate and has to make the rate effective by 
boiTowing the surplus suf)plies of money, the operation is 
described as politique^ because the bank is not simply recog- 
nising the existence of an increased rate forced upon it by circum- 
stances, but is j)ursuing a policy involving deliberation and fore- 
sight. This ^lardly seenfis sufiScient reason for using the word 
politique, but the author does, as a matter of fact, find a better 
justification for the wwd in the fact that the bank, when it takes 
this course, is doing something wdnch could not bo done if it 
had not an exceptional position in the money market. 

Another atlac’k on the “classical school “ is fou])d in the chapter 
dealing with the theory of international trade, which the author 
seeks to demolish by arguing that an export of gold does not lower 
prices, as things an' now, such exports bc'ing too small to affect 
seriously the quantity of effective “money.” But the argument 
apparently is merely that exports of a million or two in gold 
would have no effect on prices if the bank refrained from raising 
the rate of discount. 

It is not disputed that a rise in the discount rate lowers prices, 
but M. Ansiaux would say that the export of gold does not 
necessitate a lowering of prices, becc.»use the bank is not compelled, 
or, at least, is not alw'ays coiii})elIed , to raise its rate in thcs(' 
circumstances, but docs so of choice. That the bank docs so act 
is, however, all that the themy of international trade requires. 

The accepted method of meeting a threatened excessive 
drainage of gold by rafsing the rate of discount involves incon- 
venience to purely internal trade, and a lowering of prices. The 
much discussed question to wdiich M. Ansiaux sf^{‘ks to find a 
solution is whether it is not possible to find a means of dqaUirg 
with the foreign Exchanges without disturbing the domestic 
standard of values, or at least without such frequent disturbances 
as are actually experienced. The practices of all the leading and 
soE&e of the minor European countries are discussed in a very 
penetrating and interesting manner, and the discussion of the 
problem of foreign Exchanges in countries having paper currencies 
is also characterised by clearness of insiglit. The author makes 
out a very good case^for his contention that the depreciation of 
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inconvertible paper currencies is the result more frequently of 
unfavourable foreign trade balances than of wilful over-issue. In 
fact the country with an inconvertible pfipeif currency, prudently 
managed, can realise the ideal of a stable sttodard of domestic 
values, but at the cost of a very troublesome state of fluctuation 
in the exchange value of its paper for purposes of foreign trade. 
But the author do&^ not recommend a return to paper currencies, 
and the upshot seems to be that there is no real “solution** of 
the problem. 

There is much interesting discussion of the position of priictices 
of the leading banks, leaving the impression that lorno further 
developments are required in the British systeirM The author 
seems rather to favour the idea uf entrusting the maintenance of 
the reserve to an association of banks under government super- 
vision, as such an associatipn could take stops to avoid severe 
calls on the gold reserves in a manner impossible under a regime 
of free competition. 

Belgium, in winch M, Ausiaux is naturally interested in a 
special degree, siiffers the inconveriience of a frequemt unfavoiir- 
abl(‘. rate of exchanges, and has adopted, for protection of its gold 
reseives, an oxa.ggeration of the French policy, which the author 
condemns. The policy of the Bank of France in charging a 
premium for gold required for export works tolerably, says the 
author, only because the exchanges are normally in favour of 
Franco, and the hindrances to gold exports arc, therefore, of only 
temporary importances. Belgium is quite differently situated, and 
her policy almost amounts ijo.an inconvertible paper currency 
system. The author comes finJIy, therefore, to a discussion of 
('orrccfifs\ extra-monviaircfi de la baRincc drs cowptes — such 
as (meouragement of the use of capital at home instead of in 
foreign investments, in particular, ^the develoj)ment of a national 
?;hipping industry. liiscouragement ox certain foreign enter- 
prises, such as insurance companies, which take money out of the 
country, is also^ suggested. There aptx?ars to be some confusion 

thought in this part of the book, because the investment of 
Belgian capital abroad, though tending to make the Exchanges 
unfavourable for a time, brings in interest or dividends sub- 
sequently ; and foreign enterprises in Belgium impljfc, presumably, 
in the first instance, bringing foreign money into the country. 
The author does not seem to be unaware of the fact that these 
things cut both ways, but he does not make it v8ry clear. He is ^ 
at his best in the other sections of the book, which* are quite 
interesting and repay study. \ C. F. Bickerpikb 
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Les Abonnements d^Ouvriers sur les li^es de Chemins de Fer 
Beiges et . leup Effets Sociaux. By Ernest Mahaim. 
(Brussels : Mistifh Thron. Pp. 259.) 

One of the most striking features of modern life is the ^xteht 
to which railway travel has entered into the life of the people. 
There are few who do not make a journey in a' train in the course 
of a year, and many who travel frequently. For pleasure, cheap 
excursion trains Rve laj^-gely used by the working classes, whilst 
workmen’s trains take them to and from their work at low fares. 
Extensive as this travel has become, it has received little atterf- 
tion at the h^nds of economic writers. 

Some five years ago Professor Mahaim commenced to investi- 
gate the use made of the cheap railway tickets for workmen in 
Belgium, and the immediate outcome was a paper ^ read before 
the British Association at the York Meeting in 1906. Th(‘ 
inquiries w^hich ^ preceded that paper have been followed by 
further extensive investigations, and the results of the w^holc 
series have been embodied in the substantial volume now under 
review. 

Belgium presiuited a peculiarly suitable country in wdiich to 
begin the investigation of workmen’s travel. In no country in 
the world is the regular travel of worknum “so ndatively large, 
so cheap, and sr) intensive.” Profi's-or Mahaim has, howewer, 
been handicapped by the lack of adequate official statistics of the 
State railways and by the relative backwardness of the privately- 
owned railways in following the l^aul of the State railways in 
the matter of workmen’s tickets" In const ajunnee the statistics 
on which his conclusions rest freepiejiily cover only sliort periods 
of time, and relate to selected p1act‘S and arer\s. Great care has 
been taken in selecting times and plact's so as to make them avS 
representative as possible. 

In contrast ^^ith ihc practict^ in thi.s (V)U]itry, in Belgium 
great care is taken to ensure that the tickets are only used by 
genuine workmen. Further, the definition of 'workmen is 
restricted that even tramway conductors arc excluded on* the 
ground that their work is not “essentially manual.” In spite 
of these strict limitations, it is computed that some 20 per cent, 
of t|ie workmen make use of the w orkriKui’s tickets ; whilst the 
passengers holding the.s<‘ tiedeets represent sora(' 42 per cent, of 
the total numbej/j£ passengers. 

In studying the figun^^s recording year by year the amount of 

} SvbBequenily publiahed \n the Royal Economic Journal^ December, 1906* 
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workmen’s travel, it is necessary to bear in mind that the regula- 
tions have been altered from time to timel Fares have been 
reduced, the limit of distance for which, ticfeets are issued *has 
been increased by stages from 20 to 100 kilometres, and the 
StSrte ^pailway system has been extended by the aI)sorption of 
private railways as well as by tbc construction of additional lines. 
Keeping these points in view, it is found that the amount of 
workmen's travel dearly marks years of industrial c^sis. Thus 
in the years 1901 and 1908 we find th*e workmen’s journeys 
actually declined. Investigation, however, showed no clearly 
defined monthly or seasonal variations. 

As might be anticipated, tickets for%ix or sevefl journeys p^r 
week are not issued in large quantities at slations where the 
tickets for one journey p.^r week are numerous. It is the excep- 
tion to find the Avorkman Vuiv'dling daily for long distances; 
whilst, equally, the workinan with his home a few kilometres 
only from his work rarely takes a ilcket for ore journey per week. 

Further, the travel is not all to, or all from, a place. There 
is frequently an exchange of workers— the skilled for the un- 
skilled, the worker in one trade for th ^ worker in another. Some 
towns actually. send out more than they attract from the country 
and other towns. This output from towns is partially due to 
employers carrying out work at a distance wholly with their 
regular staff. A builder, for instance, who has obtained a contract 
at a distance, instead of sending a foreman and one or two 
specially, skilled men to the job and obtaining the rest of the 
workmen locally, will send prjv^tically all the men necessary, 
workmen’s tickets being used. TBe greater efficiency with w^hich 
the work is executed is more than sufficient to cover the low cost 
of the travelling. 

As the passengers holding workjeen’s tickets constitute some 
42 per cent, of the totals the question of the tickets being remu- 
nerative to the railways, or the reverse, is an important one. No 
categorical ansv^er is given, l>ut Professor Mahaim expresses an 
oj/inion that no loss is incurred. If it could be shown that lines 
and stations would be practically as they are if the extra 
passengers induced by the workmen’s tickets were non-existent, 
• then the opinion is probably correct. This supposition is, 
however, hardly possible, and there is grave room to defubt 
whether the profits arising from the tickets is sufficient to 
remunerate the capital expended purely in conjiequence of the 
workmen’s travel. As the railways are mainly owned by the 
State the point is of less importance than it is in this country, 
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since, if on ths whole the community gains, the loss is also home 
by the community land not by a selected body of shareholders. 

The exodus of ihe rural workers to the industrial districts is 
found to take place in Belgium as in other countries, and it has 
been alleged that the workmen’s tickets have accelerated ^the 
movement. There is good reason, however, to think the reverse 
is the case. To some extent travel with workmen’s tickets is an 
alternative to seasonal migration or permanent emigration the 
towns. Once there has been emigration return to the countrjris 
difficult . So long, however, as the worker lives in the county 
he has an attachment there, and, if work fails in the towns, he 
will, in malt/ cases, sock work in the country near his home. 
Moreover, the high proportion of towns in Belgium of from 5,000 
to 20,000 inhabitants, and the comparative absence of the huge 
of population to be fo^nd in England and Germany, 
for instance, point to a greater dispersion of the po))ulation. This 
Professor Mahalm attributes to the extensive use of workmen's 
tickets. A most desirable outcome of this dispcrsioi^ is seen in 
the comparative absence of overcrowding in the workmen’s 
dwellings, a matter which has claimed much attention in other 
countries. 

As regards wages, the tendemey seems to be in the direction 
of a general levelling. Wages in the towns are lowered by the 
ease with which vA^orkers can come in from the country, whilst 
wages in the country districts are raisc^d. At the same time 
wages are not subject to such large fluctuations between seasons 
of prosperity and adversity. The army of industrial workers is 
more readily increased when ''trad(‘, is booming; in fact, at such 
times firms send agcm;s into the country districts to recruit 
workers. The success of the agents would be muck less marked 
if emigration to the town were necessary. The tendency is in the 
direction of making tlfc market for labour co-extensive with the 
countrJ^ to make the movement of labour from place to place as 
work moves as easy as possible. This increase in the mobility of 
labour must be rc'clconed as a great gain. 

The matter cannot, however, be left here. What efl'ect has 
this movement to and fro on the character and health of the 
worker and his family? As regards the worker, there is good and • 
bad. The working-day is lengthened by the time spent on the 
journey, and this means additionarfatigue. This is com])aratively 
small when thcT journey is short ; and the majority of the journeys 
are short since the average length is barely 19 kilometres. When, 
howaver, the distance is considerable, daily travelling is most 
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undesirlble, as it wears ^out the worker when still young. The 
advantages of sleeping and spending the holidliys in good country 
air, and of the gardens attached to the. coi/ntry cottages, only 
need motion. To the wife and family they are boons, which 
maike ^r a strong and healthy race. The most serious evil seems 
to be drink. Factories, shops, &c. , do not start work at the 
same hour, and some wwkers must travel by trains which arrive 
an hjour or more before the workshop opens. The time is too 
apt to be spent in the cafe. Exactly the*same trouble is to be 
noticed in London and Qther places where cheap workmen’s 
titkets are used. It seems difficult to devise efficient remedies. 

The workers travelling once a week must^. lodge. The 
workmen’s lodgings in Eelginn . it appears, are not as a rule 
good. They are frequently ovor(‘rowded. Oft('n they are attached 
to places wlua'e drink can b(' obtained. All too frequently the 
worker falls a victim to drink* immorality, and disease. It would 
seem as though the' question of workmen’s lodgings requires a 
thorough invesligarion. The advantages of the long-distance 
w’^orkmen’s tickets arc too great for anyone to advocate their 
abolition on this ground. 

We must not omit to notice the very low rents which workmen 
in Belgium pay for their houses. It is true the rents are lower 
absolutely than when considered in conjunction with wages. Still, 
however they are looked at, they are low. Amongst others, two 
causes contribute largely to this. The first, the absence of very 
large toT’^ris in Belgium, in spite of the great average density of 
population. The second is the residence of a groat number of the 
workers in the country, l^oth th(»se seem to be a direct outcome 
of fchc Btdgian system of workmen's tickets. In this connection 
the uifluehc^^ of the tickets on the ownershi|» of their houses by 
the workers may be noticed- The great objection to workmen 
buying their liouses is that the ownershif tends to fix the work- 
man to a place. Flis mobility is impair(3d. The general system 
of workmen’s tickets as it t‘^:ists in Belgium certainly modifies, 
if it does not wtiolly remove, the objection. 

Throughout the figures and records are given on which con- 
clusions are based, and the book also contains numerous maps 
and diagrams. * ^ 

Professor Mahaiin has carried out an investigation of gfeat 
importance, and its results are’worthy of study, not only by those 
interested in railways, but even more by thosc>:^^terested in the 
question of the congestion of population in our largo towi^s. What 
has been done in Belgium could not, perhaps, be done in any 
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country in which the railways are not ‘State-owned witlbout the 
railways being. sublidisecl. Bailway managers in, this country, for 
instance, are almo^ unanimously of the opinion that workmen’s 
tickets to-day entail a loss on the railways. If the f^res were 
reduced to anything like the Belgian level, and the availability 
of the tickets extended over the whole of the railways, it would 
be manifestly unjust to saddle the railway proprietors with the 
cost. , 

W. T. Stephen spN 


Standards of iLcasoyiahlcness in fjocal Freight Discriminations. 

By JoniJ Maurice 'Ciark. ((■olunibia University Studies.) 

(New York : Columbia University. 1910. Pp. 155.) 

In his search for a standard of reasonableness, Mr. Clark has 
retouched the theories of economisrs and reviewed the decisions 
of tribunals. We shall bric'fly noti(*e some out of the many topic's 
on w^hich he has shed nevr light. 

With reference to the law of cost pertaining to railways, Dir. 
Clark well exhibits the connection between joint cost and 
discrimination. In his definition of joint cost lu'. follows in the 
main Professor Marshall; while lie entertains the question which 
has exercised American economists, ‘‘whether it is propter to 
apply the law of joint cost to a plant producing a homogeneous 
output as well as to one whose output is of several kinds” 
(p. 28). The cognate concept of “special” or prime cost is well 
pjesented : its relation to the inagnitude of the object to vrhich 
the term is applied has soldoui, if ev('r, be(‘n so cl(‘-arly stated. 

“When one relates the term ‘ special cost ' io a definite increment 
of traffic, one finds* that it spreads into inore and more* kinds of 
expense in proportion as tlu* tratfic*, inercnient is increased in size” 
(p. 33). . 

“If a traffic manager has under consideration a rate, an inter-relatod 
schedule of rates, or a rate policy, that affocits large volumen nf 
traffic, he must consider, as the .special cost of the traffic he is 
valuing, a large share of items usually classed as geijeral or constant ” 
(p. 35). 

So the special cost of an aggregate of numerous services is not 
the sum of the special costs of each (p. 37 ct passim). 

Does cost, when properly inttTpreted so as to include general ' 
expenses, afford the ideal standard for apportioning railway rates? 
To carry out tl^is idea wo might add to the cost of operation, 
varying with ^the distance ovct which a commodity (of an 
aasigned'class) is hauled, a sort of tax which would not vary with 
the distance. This t^x would have to be supplcipented by an 
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equal tax — a sort of excise— on goods sold iiw places which have 
access to railway carriage, when those go^ds have not been 
carried ^n*a railway. Otherwise we should^ he protecting local 
producers against othe; s in the neighbourhood who might be more 
eflBcierft, and so violating the principle which underlies the 
proposed ideal : that each producer should got the txmefit of his 
‘‘naturalV advantages. The writer admits that such a scheme 
is “fantastically unlike anything we are likely to set,.“ But he 
seems to think that the difficulty of apportioning the general 
cost, which constitutes the “vitiating element “ of t«uch a scheme, 
is reduced when we consider large units of ttaffic of which the 
“special” cost, as above exjilained, includes a considerable shaie 
of the general expenses. 

Instead of the cost of a service to the railway, may we take 
as our standard thi^ value of ^he service to th<' shippers? In this 
connection it is well observed by ]\Ir. Clark : — ^ 

“The value oi any service nuiy then oe defined as that charge 
which will in tl.o loug run bring in, over and above the special 
cost of the traffic iiivob/ed, the greatest clear re turn possible “ (p. 55). 

This canon of monopoly is not to be identified, as some eminent 
writers have concinviid, with tlu'. principle of “equality of sacri- 
fice ” in taxation. 

“ Tlien^ rniglit bo btdi ween rail roa<l self-interest and truly ‘ equitable 
concession ’ as wide a difiorenc.e as that between ancient systems 
of taxation, aiming only at tlu‘ largi^su obtainabh^ revenue, and a 
modern . ystern intelligently [)ased on the tax-bearers’ ability to 
pay (p. 64). 

The in appropriateness of the fhrm “sacrifice” in the sense in 
which it is ap]>li(Kl to taxation is thus further argued ; — 

Who are tiu^ pay< rs of I’ates, and in what sense are their sacrifices 
ecpialised? In what sense can we speak of tiieir saorificeB at all? 
If a transportation service involvixl true sacrifice it would never 
he made {p. 05). • 

The doctrine applied to iliscriminate in favour of the weaker 
producers miglfl lead to the perpetuation of the economically 
unfit (p. 66). 

Will competition suffice to secure reasonable rates? Not 
desperate war between railways ; not the “ semimonojiolistic truces 
of an anomalous competition ” (pp. 42, 72). More may be hgped 
from what has been called “competition between markets”; the 
relation between two railway-systems serviugj^ ircspactively two 
territories which compete against each other for the sjipply of a 
neutral market. In this case the interest of the railway is largely 
identified with that of its customers. • * 
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‘*To keep thems^ves in business they [the carriers] must keep 
producers in business in their territory, and keep the business of 
these producers up u*) a maximum volume/* . | 

Still, even in this case the railroads may wield the powey, of 
monopoly injuriously. 11 may be good tactics to favour % large 
firm; in the words of a railway official, “to give one hustler a 
special rate and let him scoop the business ” (p. 'll, and .cf, p. 21). 

From economic theories we turn to the decisions of tribunals : 
the principles of common law as interpreted by the courts,' the 
various State and Federal statutes, and the ruling of the Inter- 
state Commerce Commission. In his sc^arch for a standard of 
reasonableness, Mr. Clark examines an immense mass of 
American judgments and {)recedents ; somc^ of them familiar to 
students of Professor Hiph^'s valuable compilation of documents 
relating to Railway Problems, many of them less accessible to 
the English reader. The results of this elaborate review are thus 
summed up by the author : — 

“The central [standard] is that of comparative cost; modified 
towards conservatism, especially in the courts, by consideration of 
established interests; slightly modified by the ‘ infant section ’ 
[perhaps a misprint for * infant industry *] id(‘a; and imperceptibly, 
if at all, by the standard of symmetrical development [as to which 
standard see pp. 127--8]; but modified most of all by necessary 
concession to the practices which must needs go with private com- 
petitive rate-making, especially that of making * blanket rates ' or 
others wdiich ‘ just meet ’ competition over a wide area (p. 135).* 

Mr. Clark applies his principles to the construction of an 
American distance-tariff not ineffectively. But his principal 
success consists not so much in^lie solution of practical problems, 
as in his. clear statement of the i?^siies and elucidation of the 
principles involved. He has done for the standard o'f reasoiiable- 
ness in railway rates soinethjug like what Sidgwick did for the 
standard of reasonableness in moral cornluct. To have improved 
by philosophical criticism a department of political economy in 
which his countrymen already excelled is no slight achievement 
for a young author. Clark, inheriting a name distinguished 

in economic literature, has added to it new lustre. 

F. Y. Edgeworth 

Thh Conservation of Natural Resources in the United States. By 
C. K. Van (New York : The Macmillan Co. Pp. 415.) 

49 * 

This }^ook aims at bringing together in a moderate space the 
main facts as to available resources and rate of consumption of 
the principal minerals" and forest products of the United States, 
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with some account of the principal sources (jf wafete in present 
methods of extraction and use. The dinectibns in which 
economies .seem likely to be found are* aUo dealt with, and 
numerous suggestions made for action by the State to prevent 
the toa rapid consumption of irreplaceable commodities. The 
field covered is so wide uhat the author docs not* profess to have 
expert knowledge of all the })roblems, but hoj>es that the vc'lume 
may •be of use in enabling intelligent citizens to r-^alise the 
importance of the subject. The book contams a number oi pLoto- 
gi;aphs, statistical tables and charts. The author is a whole- 
hearted advocate of State action to prevent waste, t details 
and diillcuHies are hardly discussed. 'Fixportatiorf of oil sboulu 
be prohibited” (p. 359); “beehive ovens should be abolished” 
(p. 359), and so on. 

c: F. Bickerdike 


Political Economy: A Handbook of Economics and Public 
Finance for Egyptian Students, liy John Todd, B.L., 
Lecturer in the Khedivial School Law, Cairo. (Edinburgh 
and Glasgow : Wm. Hodge & Co. 1910.) 

Mr. Todd's preliminary remarks on the definition and method 
of the science of economics seem to us to incur a number of 
objections, as being inconsistent in themselves and ill-fitted to 
introduce the subject to the youth of Egypt. But he is not 
unsucccssiul in the presentation of economic science to his 
students by the alternate* iiandliqg of European and Egyptian 
problems. He is at his best as a practical economist, dealing 
not merely with motives but with ecanomic data and 
economic icjatious. On the subject of free trade he is lucid and 
reasonable, explaining the subject for Egypt in a simple and 
convincing way. Incidetitally, he reveals (p. 347) a fact not 
generally known, that in J9(i9 the Egyptian Government made 
the experiment ftf susjiending the excise duty on cotton manu- 
factures for a term of five years. As regards* Egyptian interests, 
he is intelligently alert, and any reader may acquire from his 
work a good insight into the conditions of the cotton-producing 
industry, and the main aspects of international trade *there. ^ 
On only one |x3int of practical economic doctrine does Mr. 
Todd seem to the present reviewer to incur *^otous objection. 
It is his handling of the population question. He writes^ that the 
theory of Malthus “is as true as ever, but npw it must be applied, 
not to any sitAgle country, but to the world^as a whole,” arguing 
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that since England longer depends upon her own food supplies, 
the theory has lost, its practical application. “Maltfaus could not 
foresee that, by tl\e introduction of steamships, she l^vould be 
able to draw her food supplies from the farthest parts of .the 
world.’' Mr. Todd has misconceived the problem. Malthus 
actually saw foreign food imported into England, checked only 
by an import duty ; and his |X)sition remained' unchanged. To 
say, as Mr. Todd does, that the theory remains true, but that it 
has no practical application till “the whole area of the eafth^s 
surface is fully occupied by man,” is only to reiterate the old 
fallacies of those wlio never grasped the theory at ail. Even on 
the assumptidxi that subsistence can be increased more easily for 
the people of any country by an exchange of their manufactures 
with other countries which have advantages for food production, 
the Malthusian law would still stand, that population, under 
“natural ” conditions, “ tends to increase faster than subsistence,” 
What Mr. Todd should have told his students is that in many 
countries control of population is so far being aj>proached that 
the birth-rate is much lower than formerly, and that thus the 
divergence between gross population and food-supply is lessened, 
and the loss of child-life through deficient means of subsistence 
is in process of reduction. But great divergence thc^re still is; 
and even if that should disap];>ear there will remain both the 
truth of the theory and the practical application in terms of th(", 
needed control. 

In this connection Mr. Todd vTites (p. 66) that the rate of 
increase in Egypt “has now^ n^olJbbly passed its maximum, as 
there is a marked tendency among the upper classes to postpone 
the age of marriage and to abandon polygamy.” The statement 
is interesting, but the suggestion that polygamy tends to a*" rapid 
increase of population ^is open to grave question. As his words 
imply, it is (as if must be) relatively much less common among 
the poor than among the rich at^all times, and the birth-rate 
among the poor in Egypt is high, like the dea*!:h-rate. Eeaders 
interested in Egypt^will note Mr. Todd’s statement that* “the 
standard of living among the working classes is exceedingly low ; 
indeed, the general conditions of life among the fellaheen are 
such as only the climate could make tolerable.” His book, 
further, is honourably free from the normal racial boasting about 
the marvels wrought by the British control. 


J. M. Eobbrtson 
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Das Dnglische Bankwesen. By Edgar Jaff6.- Second revised 
edition. (Leipzig : Dunckler & Humblot* Pp. 370.) 

Amongst all economical subjects, tlieVe 4ire very few which 
have attracted so mujh the attention of students of political 
economy as the banking system of (3-reat Britain. This can 
easily be explained by the important position occupied, as 
Clearing House U* the nations, by the Bank of England, which 
weekly statements are the barometer for the interjiational money 
market, the guide which enaoles international trade to form an 
opinion of the monetary situation, and by (he great services which 
this institution, and other British banks, have rendered and 
continue to render to British trad' . ^ 

But although rrany books have been published on English 
banking by students in England and abroad, no one has studied 
so carefully the organisation of the I>ank of England, and its 
relation to the English and international money ^market, as Mr. 
Edgar Jaff^. His work, Das EnglisChe Bankwesen, of which he 
publishes a second and revised edition, ought to be read and 
studied by everyone who takes an interest in the working of 
Great Britain’s foremost banking institutions, and in the way 
an immense business is handled by these institutions and their 
branches, by those in Scotland and Ireland, and by the numerous 
Colonial and foreign banks established on the London market. 

Besides, Mr. Jaflf6 gives useful information concerning the 
working of the bill brokers and stock brokers, the way the banks 
contribute to the development of trade and industry, the discount 
and gold policy, and the reserve Jield by the Bank of England. 
In a word, his book is full of interesting facts and worth reading, 
especially at a moment when the question . f strengthening the 
gold reserves of the country, which was already discussed at the 
meetings of the Association of Chambers of Commerce in Cardiff 
and Leeds, and will be discussed again at the March meeting to 
be held in London, is coming more and more to the front. 

C. Eozenraad 

Life in an English Village. An Economic and Historical Survey 
of the Parish of Corsley, in Wiltshife. By M.^F. Davies. 
(London: T. E^isher Unwin. 1909. Pp. xiii + 319. P^ice 
10^. 6d. net.) 

% 

This book appears to mark a new departure ‘in sociological 
investigation, at any rate when we consider the scale uflbn which 
it has been ct^rried out. Miss Davies’s objdct has been to iavesti- 
No. 80.— VOL. XX. s s 
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gate and describe in detail a single village and the life of its 
inhabitants. She has thus carried out an intensive application 
of the methods by Vhich Mr. Booth and Mr. Bowntre^ investi- 
gated London and i'ork. Indeed, she follows very clbsfely those 
of the latter, and applies to the eight or nine hundred inhabitants 
of Corsley the tests and criteria which he utilised for the popula- 
tion of York. The work, which has been ■ admirably done, is 
typical of the aims of modern sociology, which^endeavours above 
all things to get knowledge, seek’s to know before it 

attempts to reform. Indeed, were it possible to apply this method 
to every other parish in England, and also to cover completely 
the more well^-to-do class^^s, which circumstances have put beyond 
Miss Davies’s power, we should be near possessing a complete 
inventory of the material conditions and resources of every family 
in tlie kingdom. In any case it is an immense advantage to 
possess this knowledge of a particular village. 

To her task -Miss Davies has brought many admirable qualifi- 
cations. To a knowledge of, and sympathy with, the people, 
brought by twelve years’ residence in the neighbourhood, she has 
added considerable acquaintance with urban conditions, a grasp 
of economic principles and of historical facts. This last has 
enabled her to deal cifectively with the past history of Corsley 
in Part I. of her book. The parish, which is a peculiarly 
straggling one, is described in the opening chapter. Like so 
many other parts of agricultural England. Corsley was profoundly 
influenced by the Beformation, and perhaps the earliest important 
event in its history was the unification which it underwent at 
this time at the hands of a certain Sir John Thynne. It was 
afterwards to develop a flourishing cloth industry, of which Wilt- 
shire had long beed the centre ; but this was only at a compara- 
tively late date, as no traces of it can be found prior to the 
Civil Wars. The result of tnese, and of the consequent disturb- 
ance to trade, was that manufacturers transplanted some of their 
trade to the more peaceful country districts, 'and by this tendency 
Corsley profited. From 1760 to 1837 the parish underwent a 
rapid development, the population reaching a maximum of 1,621 
in 1840, from w^hich number it had sunk to 824 at the last census. 
In dealing with this period Miss Davies devotes separate chapters i> 
to Industry and Agriculture, the House Famine, the Beligious 
Bevival, and the Old Poor Law. * The decline of the nineteenth 
century was tjie^i^esult of the decay both of industry and agricul- 
ture. Lack of demand for female labour has been driving the 
younger women into. the town, to be followed by the younger 
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men. % more favourable tendency has been .tlyit towards the 
system of small holdings — a reversion to olde^ methods — to which 
the rich sandy soil is peculiarly appropriate. 

But it is in the second portion of the^ bock that its main 
intoest and merit lies ; and Miss Davies must be congratulated 
on her great capacity for obtaining information, as evidenced by 
the very exteng -si^e iist of questions which were addressed to each 
hou^hold, as wei\ as the nume:*ous family budgets. First of all 
thej-e is an analysis by trades, d' .:aribing shortly the wages earned 
rmd the conditions obtaining in each ; but the treatment of 
g*eneral industrial conditions, apart from wages aad 3amingB, is 
not very full. A short chapter on ilqjisjng is next given, and 
then comes what is the best pari of the book, an analysis of 
the population in relation to poverty. Here Mr. Bowntroe/s 
methods are closely followed and his tests are adopted. “An 
estimate hks been made of' the minimum cost at which food, 
fuel, dress, household sundries, and houseroom, sufficient for 
efficiency, can be obtained in the parish,” and all families below 
this standard are placed in primary poverty. It may be added 
that Miss Davies omits rent, because nearly every cottage has a 
good garden whose produce sometimes more than equals the rent. 
As, however, nothing is allowed for clubs and insurance, which 
even the poorest labourers make, nor for waste arising from 
ignorance, no family can be regarded as securely above the line 
of primary poverty unless the income exceeds this by at least ls> 
per head This is secondary poverty ; and out of 220 families, 
twenty-eight are in primary and thirty-seven in secondary poverty. 
This has been carefully analysed ^nd its incidence upon different 
classes of labourers and artisans is discussed. The analysis of 
chararfiter in relation to poverty is extraoruinarily good, and a 
table is given covering all the families in either form of poverty, 
with the remarks of school teachers* and shopkeepers on this side 
of their lives. No less interesting is the extraordinarily detailed 
series of family budgets and chetaries, whose collection must have 
involved great tact as well as much labour. The remainder of 
the book includ(;s chapters on Ancestry and Children, and one 
that is all too short on Social Life, and a concluding one. 

The thoroughness and impartiality of ’the author^ are attested 
by her own statement that her conclusions were many of tl^pm 
“entirely at variance with the preconceived notions she had formed 
from twelve years’ superficial acquaintance witlfT:h<i parish and its 
inhabitants.” Corsley contrasts curiously with thei general 
supposition that the labourers of Wilts are the worst paid and 

s s 2 * 
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most poverty-stricken in England, and Miss Davies Expresses 
surprise at finding ,only one-eighth of the population in primary 
poverty. Possibly the,. first cause of this — the wide distribution 
of a rich soil — renders Corsley in some respects not a fair sample 
of rural conditions ; but even so, the results are surprising. SThe 
second cause is** the negative one of absence of Qhildren. On 
the other side have to be placed the facts thah^two-fifths of the 
children are in families in primary poverty, /ind only onerthird 
above the line of secondary puvwfy, that the mortality returns 
show a huge wastage of human, and especially of child, life, and 
the evidence of insufficient nutrition of children in poorer homes. 
Miss Davies < remarks cn the curious difference between the 
mortality in the families of labourers and among the children 
of market-gardeners. Indeed, the unsatisfactory conditions of 
child life are the great blot on social conditions in Corsley. We 
need only repeat that Miss Davies^ has done a very fine piece of 
work, which might well be extended by other workers to sample 
villages in all the counties of England. The treatment of actual 
conditions to-day is, however, very decidedly better than the 
historical first part. 

N. B. DEABIiB 



NbTES AND memoranda 

Economic Tbansitton in India.^ 

We all know that India is in a slate of econanic transition. 
All alike recognise it as a fact, whether they passionately regret 
it as the work of their \v''estern rulers or whether they urge that 
the State ^ not doing all th^it it might to c(>mplet>^ the process. 
But when we have laholied tlie present condition of India as 
“transitional,” we have no'tliei explained <hat condition nor 
precisely defined it. “Transition” is a wide term that covers 
many different degrees and rates of change. Again, it implies 
passage from one relatively permanent state to another; and we 
may well ask What are the relatively [)ermauent states between 
which India is at present moving? And, besides this. What arc 
the real causes and effects of this action which all agree is going 
forward with remarkable speed, and producing, whether for good 
or ill, remarkable results? Thest! are quc'stions which need 
detormin^ition if m'c would possess more than a superficial under- 
standing of the political condifcicsa of India, which, like all other 
political situations both East and West, cannot be understood 
without a careful evaluation of oconoin*c ii ^tors. If, then, we 
would understand events which have been disquieting and tragic 
enough to fix general attention it is^not enough merely to explode 
the false ideas of the lato Mr. W. Digby or unravel the sophistries 
of the late Mr. E. C,. Dutt. It is not enough to prove that India 
has progressed ijistead of being impoverished under British rule. 
That alone cannot explain why progress should have brought 
discontent. But we must consider in what the progress consists, 
how it is operating, and what arc its irpmediate as well as its 
ultimate results. In short, we must understand what is meant 
by the well-worn saying that India is in a state of econolnic 
transition. . • 

Eural and city India have been contrasted hf many writers 
of late years; and, indeed, the contrast is plain enou^ to need 
^ Bead at Section F of the British Assooiation, 1910. 
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no rhetorical fieightening. To speak firoadly, rural India is 
primitive or mediaeval ; city India is modern. In many ways 
the conceptions of* modern economists are as little applicable to 
Indian village communities as they would be to feudal ^Europe* 
On the surface ypii find primitive methods of agriculture.^ Not 
that these are in themselves evil. These primitive methods ^ are 
the fruit of long experience. Only the other d^ we were being 
told that the Indian custom oLploughing in the hot months of 
April and May, and thus exposing the' soil to the sun in its greatest 
strength, exactly coincided with the latest theories of scientific 
agriculture. But though^these primitive methods may in them- 
selves be good and wise, they are carried out either carelessly or 
wastefully. A better plough than theirs w^ould expose much more 
soil to the fertilising sunshine. A more careful treatment of 
manure would do much to increase ‘iheir crops. Indian agricul- 
ture is wasteful and primitive — as the agriculture of a mediscval 
manor was wasteful and primitive. 

Then, again, the Indian village-community is still almost self- 
sufficing. Not many years ago it was entirely self-sufficing. The 
village grows its own food. It produces the leather that it needs 
for harness. The village smith nuikes the few simple tools that 
the villagers require. The village potter supplies them with 
vessels. In a good year the local grain dealer buys the surplus 
corn for export; but, apart from that and th(^ purchase of a few 
Manchester cloths, the village has no need of economic' dealings 
with the outside wmrld. It is in itself an economic unit! Until 
very lately the villagers regarded their neighbours of the? sur- 
rounding villages wiili as much suspicion as a mediaeval freeman 
of Southampton felt* towards a “foreigner” pome from Bristol 
or even Winchester. 

Again, the Tn/lian cultivator, like the prhnitive cjultivator, pos- 
sesses little or no capital. For him oxen arc still, as they were 
to the Greek or the Boman cultivator of cjarly times, the only 
known form of capital. It is true that in varioils parts of India 
you will find rich landlords ; but even they nev<}i* invest capital 
in their land as an English landlord does. Government alone 
applies capital to agricultural land. As a rule, the same man 
occi^pies the land and labours on it, and himscilf owns the scanty 
capital that is needed for its tillage. The economic functions 
have not yet bedi? differentiated or assumed by distinct social 
classes — aruothcr emphatic sign of primitive economics, which has 
its own consequence also. For an under-stock of capital means 
that a* bad season is ruinous. Just as the Athenian*- cultivator in 



1910] KCONOMIO TRANSITION IN INDIA ’ 616 

^ • 

the time of Solon, and the Eoman cultivator of the fearly Bepublic, 
were always fitlding themselves in debt to -the ‘ aristocracy for 
loans of cattle, so, too, the Indian cultivatpr is always in debt 
to the gi^ain merchant. Just as the Greek and the Boman loans 
were accompanied by enormous interest, sucfi as few or none 
were ever able to i>ay oiT, so, fcoo, with the loans of the Indian 
corn dealer. Few escape who have once accepted his offers of 
accofhmodation ; ^ind few are so fortunate as never to require 
thetn. Since, then, seventy per cent, of the Indian population 
is agricultural, it follows that that porcontagc of Indian society 
is still organised after primitive models, and still occL.pies itself 
in primitive Ways, as is shown by ^ogricultuTtfl inethodF, hs 
lack of dealings w^ith the outside world, its lack of capital, and 
its heavy indebtedness to a class other than its own. 

But th^'e is one feature gf this rural soidety which does more 
to determine its position in economic evolution than any other. A 
money system has not even j^et eome into complete use. Until the 
establishment of British revenue methods, there was no special 
reason why money should hi*, used at all. Taxes were largely paid 
in kind. The workpeople of the village, the blacksmith, the potter, 
the leather-worker, were (and are still in the villages) paid by a 
fixed quantity of grain at harvest-time. Yarn was spun and 
cloth woven by the women of the village. Money in those times 
was only a store of value, not a medium of exchange. When by 
some happy accident money did come into the villages, it was 
promptly converted into ornaments — many Indian vernaculars 
have special names for neckiac^ made of gold coins — or other- 
wise hoarded. Then came the regular ^system of collecting the 
revenue in cash. Just as m England tb • royal deinands tor 
money formed the most powerful cause of introducing a money 
economy into the rural districts, »o, too, has it been in India. 
But even now the systein is incomplete. .In many places rents in 
kind are paid. And the village craftsmen still, in many places, 
receive their traditional shares of grain. It is clear, then, that 
rural India, in many most important features, corresponds to 
rural England of, say, the time of the early Plantagenets. 

But city India is very different. In Bombay and Allahabad, in 
Calcutta and Cawnpore, in Madras and Delhi, in* short, in all 
the larger cities, commerce is carried on according to moSern 
methods, even though the imitation of the ^est i.'i still crude 
and lacking in subtlety. There you will* see thS sa^dwichmen 
that you left in the London gutters. You will find the news- 
papers as full of advertisements as English journals are.* The 
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descriptions are, indeed, drawn rather too obviously from the 
imagination. The .Eastern advertiser has not yet acquired the 
psychological skill of the Western puff-men. But, nevertheless, 
here is advertisement, and where there is advertisement there is 
competition also. \ Indian merchants are as keen to buy,ch6ap 
and sell dear as the keenest London tradesman. 

Again, in these Indian cities you will find the joint-stock 
company. Many of these are floated and '* carried on by 
Westerners. The jute' companies are British, some large leather 
companies are l^higlish ; but a considerable number of cotton com- 
panies arc carried on by Indians with Indian capital. Large- 
scale production is very 'much on the increase. That and the 
increased imports are driving the old home-working artisan out 
of existence. Then, too, it is in the cities only that you can look 
to find any accumulation of capital ; ^and that has gone, on rapidly 
in the last generation in Indian cities. Indian banks are gradually 
being established, banks in the sense in which we use the wwd, 
limited-liability companies which rely for the chief part of the 
loans they make on the deposits entrusted to them ; and this is 
quite a different matter from the older system of money-lending, 
where the money lent is the savings of the lender. Of course, 
long ago you could get native cheques — hundis — on any consider- 
able Indian town. But these never represented deposits as our 
bank drafts largely do. It is one thing for money-lenders to 
form a system among themslves ; but it is something quite 
different for the people to have sufficient confidence in .Indian 
banks to deposit their money in Jhem ; and this growth of Indian 
credit, slow and hesitating as it has been, is but another sign to 
show that -the Indian* city is attempfing to organise its industry 
and commerce more or less after the manner of the West. 

But this is not all. Besidee the limited companies, besides the 
accumulation of capital, besides the establishment of a real bank- 
ing system, we have Indian factories as well, that, in spite of 
certain differences, are identical in essence with Western fac- 
tories. In them himdreds of w^orkpeople are gathered together, 
tending loom and spindle as in the West ; in some cases working 
long hours, as in the West before the factories were placed under 
regulation ; aud even becoming daily conscious that they have 
clas§ interests of their owm apart |rom their ancient castes and 
sects. Only a fewt months ago the factory-hands of Bombay held 
a meeting, and talked of their grievances, and passed resolutions in 
favour of file proposed new Factory Act, very much as Western 
worknjen might have ,&one. Let us not exaggerate the signi- 
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ficance of this isolated meeting ; but it is hsfA not to see in the 
causes that produced it something very similar to the causes 
that were at the bottom of English trade unionism. And to 
foster and extend thr industrial movement* out of which these 
facfkor^es have arisen, we have a loud and persistent demand 
for technical education. At a recent sitting* of the Imperial 
Legislative Council*, strong resolutions were brought forward con- 
cerning the establishment of a technological institute which 
should train young Indians to the direction of industry. Every 
year Government sends home promising students to go through 
courses of technical education in our newer universities and in 
the workshops themselves. There ate signs that young and 
educated Indians are becoming much lc^3s unwilling to engage 
in manufacture ; and the science ciasses of Indian Universities are 
always be^eged by youths dj‘sirous i.o find a seat in them. The 
demand for technical elncatiou is becoming as eager as it is in 
the West ; and nothing could show plainly the extent to 

which Western Ideas of industry and commerce have per.etrated 
into the life of the larger Indian cities. 

These are all common and familial facts, both as regards rural 
and city India. But they are so familiar as often to be forgotten. 
Yet they deserve to be borne in mind — that is my only excuse 
for stating them once more— because it is surely a unique fact 
in economic history that they should thus exist side by side. 
The present condition of India does not correspond with any 
period oi European economic history. It is almost as though we 
had taken three hundred meJia»jal men and a hundred modern 
men, multiplied them by a million, and se| them down together 
in society. Of course, in all periods wc find vJd and new elements, 
the advanced and the backward, existing side by side. In 
medisevcl Europe the towns developed a money economy long 
before the country adopted it. In modern Europe the rural 
inhabitants have ropnained ynder the influence of old-fashioned 
ideas long aften these ideas have disappeared from among the 
town -dwellers. But at no period in Europe has the population 
as a whole cherished ideas altogether disparate. The peasant 
has rarely been as backward as to be incapable of transplantation 
into the city. The distance between villager and townsman has 
always been measurable, for oiir own economic growth has aMays 
been a spontaneous evolution. Whether it^as been fast or 
slow, change has been due to causes workhag iron! within, not to • 
influences operating from without. But that is not so in India. 
There change has been accomplished by external influenees and 
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their results, by ^ay of imitating foreigfi methods and, in a less 
degree, of reacting against them. The consequendSe has been that 
India is divided betvreeil extremely different ideas. The pioneers 
of European progress have always cherished ideas which their 
less advanced cor^kpanions were certain do reach within ^ com- 
paratively short *time, for their advanced ideas were bat the 
development of ideas that were common to all. European progress 
in the economic world has thus been evolutionary ; but " this 
economic transition in India is revolutionary. 

We are brought to the same conclusion if w^e compare, not 
only the diverse econqmic types displayed by rural and city 
India, but also ""the incornpatible elements to be found in each of 
the two considered separately. Anyone w’^ho knows rural India 
knows it to be organised in a very primitive economic fashion. 
Some of its more primitive features have already been alluded 
to. But then it is not consistently primitive. The Indian villager 
is brought into contact with things that he would naturally nev(;r 
have heard of, and he does things tl)at he w^ould naturally never 
have dreamed of doing. For instance, there are the Indian rail- 
ways. In England the linking up of town and country was a 
gradual process which occupied, at the very least, a century and 
a half. The English country-folks only approached the railw^ay 
by the easy stages of the w^agon and the mail coach. But the 
railways descended on India wnthout nearly so much preparation. 
Nothing could have struck more forcibly at the self-contained, 
self-sufficing character of the old Indian village. With the 
railway ready to carry their su^plfis produce away to distant 
markets, the villager^’ grain-dealing is modified at once. They 
are brought under the influenc<' of competitive prices. Should 
the price of grain rise, they will certainly begrudge the customary 
shares which they stilly give <o the blacksmith and the potter. 
It is much as though tlie English railways had been bailt in the 
thirteenth instead of the nineteenth century. 

But this is not all. Railways not only carry surplus grain, 
but bring and distribute imported goods. Manchester cloihs-tend 
to replace home-woven cloths. The villagers can purchase better 
knives than their local -craftBinan can make them. That is to 
say, home industries and local indn.stries are attacked; only, 
instead of the process being long and gradual, in India it is swift 
and unprepared fflf. Men thus lose their occupation in a com- 
munity thft is not organised on competitive principles; the needs 
of life are imperative and so competition is introduced almost 
on a slldden into a unit that for long centuries has •followed cus- 
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tomary practices. The /change is identical ^th that which 
England, and, indeed, all Europe has undergone; in the West 
its effects were less felt because they were* Spjread over a consider- 
able time, and becauLe causes had long been at work slowly 
loosenmg and weakening the rural communities; but in Indian 
villages custom and competition are being suddenly brought to- 
gether. 

The Indian vilfege community is really unprepared for any such 
invasion by the outside wor’d. It is being revolutionised, xiail- 
ways, as we have seen, are carrying av,ay its surplus produce 
and are bringing in foreign goods. But they are als^ carrying 
away members of the communitv itself. There has been a 
demand for Indian labour in the Tr^dian factories, in the planta- 
tions of Ceylon and the Straits, in Africa, the West Indies and 
Demarara.. Emigration has^grown up, and though the number 
of emigrants is trifling compared v;ith the three hundred millions 
of rural population, it is necessarily acting as another solvent of 
the village community. In some parts of Madras, where emigra- 
tion has been comparatively easy, it has quite upset the customary 
organisation of things. It has acted in the same way as the Black 
Death of the fourteenth century. It has sot cultivators demand- 
ing easier terms of their landlords. It has compelled the pay- 
ment of more than customary wages. In Western countries the 
fluidity of the population, however, has been a slow development. 
It has only been disturbed by a few terrible catastrophies such 
as the Black Death. But this Indian development is sudden. 
The villager who was brought t?p to follow immemorial custom 
is himself forced into following the method^of competition. The 
passage from the primitive to the moderu/'is compressed into a 
single generation , instead of being distributed over many genera- 
tions. • 

Eural India, then, ttiough chiefly characterised by primitive 
usage, has been invaded by, ideas that are intensely hostile to 
the old state of things. It is primitive, but not consistently primi- 
tive. Competition wages are paid side by side with customary 
wages. Prices are sometimes fixed by custom, but sometimes, 
too, by free economic causes. Prom the midst of a population 
deeply rooted in the soil, men are being carried •away by the 
desire of better wages. In short, economic motives have suddenly 
and partially intruded themselves .in the ijalm of primitive 
morality. And if we turn to city India v/e see a Simi^g-r, though 
inverted, state of things. Just as in rural Jndia primitive organi- 
sation has net been able to maintain itself in a state of purtty, so, 
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too, in city India «modern organisatiori has not been able to 
impose itself in ‘a state of purity. In the former the old ideas are 
mixed with pew and -hostile ideas; in the latter, the new are 
mixed with old and hostile ideas. In neither case ‘^has the 
mixture been harnk)nious or the fusion complete. Indeed, t}xe two 
orders are too far apart, too unrelated, to coalesce with ease. 
Modern industry and commerce cannot be established and carried 
on in the East with the thoroughness of the West. The Ifidian 
cities contain large acdimiilations of* Indian capital, but this is 
not nearly large enough to finance Indian trade. Though the 
security of British rule is encouraging Indians, not only to save, 
but also to employ their Wealth in something more advantageous 
than the purchase of jewellery, yet Indian resources are entirely 
insufficient. Capital is scarce in India. It e«arns more than it 
does in the highly capitalised coun^iies of Europe. .A constant 
stream of British capital is, thei'cfore, pouring into India, and 
British capitalists are to modern India very much what the 
Jews, and then the Lombards, were to media^yval England. There 
is no doubt that the spirit of industrial enterprise is spreading in 
India ; but it is equally certain that indigenous capital is not 
forthcoming for its assistance. 

Absence of native capital is one certain sign of economic back- 
wardness. But there are others which show the same thing in 
a more forcible way. For instance, you will find Indian limited 
companies, but the caste system still offers a strong resistance 
to economic progress. The Ikahmin’s intelligence is beyond 
doubt, keen enough, but if he w/tre‘to engage in manufacture he 
would find himself seriously hampered by caste regulations. He 
can acquire no practical knowledge, for instance, of the tanning 
industry, for he must not touch the skin of the sacred cow. 
Besides this and similar limitations, his inherited tendencies were 
decidedly opposed to his acquiring practical experience of any 
industry. His hands, and those of l^is ancestors for many, many 
generations, have used no instrument b(}sides the pen or' the 
stylus. The industrial castes, the weavers, tlie blacksmiths*, the 
leather-workers, the brass-workers, have been depressed for an 
equally long time to the position of mere craftsmen. They may 
acquire extrajordinary skill with their tools, but they have no 
aptftude for organisation. So industrial leaders are few. In 
spite of the cry fof- technical education, and in spite of the well- 
marked industi’ial movijment, the fact remains that Government 
service is the most attractive employment for educated Indians, 
who ought to be engaging in commerce and industry. A curidus 
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illustration of this attachment to Government ser^oe was afforded 
the other day ,hy a petition of the Madras fishermen. After 
reciting the services their ancestors rexidered to the English 
against ^he French in the eighteenth centtfry, the petitioners go 
on* to pray that Government will grant them /special educational 
facilities — not, as one would Lave expected, bec-ause they desire 
to raise the mentaffl level of their community, but because they 
wish their childrjE^n to be able to qualify for admission to the 
recently established fishery^ bureau. 

Again, we have factories in the larger Indian cities, but their 
population, though employed in spinning mills and shops, and 
doing the same duties as Western hands, nevertheless has habits 
that would much astonish the latter. For instance, there is no 
permanent factory population. As the Eeport of the Factory 
Commission, 1908, observes, the Indian factory -hand is primarily 
an agriculturist. His real home is in his native village, not in 
the city where he works. He leaves both wife and children 
behind him when he emigrates to the factory, and regularly 
returns to them to look after his family affairs, and to rest from 
his labours. The Bombay hand generally spends at least a 
month of the year in his native village. The jute operatives in 
Calcutta, who work longer hours and earn higher wages, go back 
to their home for at least twice as long a holiday. More than 
this, the factory-hand can always find work in his village if he 
gets tired of the factory. Consequently he is both independent 
and un^;\illed to a degree that is difficult to realise in England. 
Since he is unburdened with wife and child he easily moves from 
place to place. The Factory CTommission found men who bad 
wandered from mill to mill 'over almost* thl whole of India ; and 
in many places the whole staff of operatives is said to be renewed 
annually. In the factory itself the hand works as he feels in- 
clined. He is said to fake his food during work hours and to 
reserve the midday break fur sleep. In Indian textile mills, we 
are told, the average man is*absent from his work for about two 
hours a day. The consequence is that ten to fifteen per cent, 
have to be engaged more than are really required to run the 
machinery. And to crown the situation, the ordinary operative 
is imperfectly sensible to economic motive. Th^ standard of 
living is low. The workman's needs are few, and they expand 
very slowly. An increase of'wages may at fi^^t hav^e the extra- 
ordinary result of diminishing the supply ^of labour, for the 
workers, being able to save more in a shorter time, ^ home for 
longer periods. 
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In city India, then, as in rural India ^ there is tlfe sharp 
antagonism between the old ways and the new. There is the 
demand for capital, but, its local supply is quite inadequate. There 
is the demand for ‘ technical education, but educated Indians still 
■prefer a clerkship^ under G-overnment to industrial occupaticms. 
There is the extension of manufactures, but it is hampered ‘^by the 
system of caste. There is the factory system, but the Indian 
operative is governed much inorc^ by primitive than ‘ economic 
motives. We have seen that in India itself the cities are econo- 
mically far reilioved from the country districts ; and when we look 
at things a little more closely, we see that this unnatural union of 
ideas, so far removed from each other as to be antagonistic, is to be 
found, not only roughly in the differences between the townsmen 
* and the villagers, but also in a much more intimate and subtle 
manner alike in the country districts and in the cities. The 
opposition and contrast between tdvvn and country Is repeated 
by contrasted elements lying side by side in both town and 
country. 

It does not need great discrimination to observe that the 
elements are extraordinarily diverse. As has been said, they 
are more diverse than any economic eleuients which ever existed 
side by side in Europe. At any time in Europe the advanced 
economic section had grown out of the unadvanced section. 
But in India of to-day we find co-existing economic ideas which, 
at all events in European history, are sepaiated by thirty genei:*a- 
tions. The old customary and caste organisation actually exists 
by the side of the new competiti'\je organisation ; and they operate 
not only on different individuals in the same country, but also 
on the sam© individudls. < The same disparity which is to be seen 
between the agricultural and industrial classes is also to be«seen 
in the individuals of each class. They are, to borrow the words 
of Matthew Arnold, ' 

' r 

Between two worlds — one dead, 

The other powerless to be borfi. 

t 

India, then, is in a state of economic revolution^ throughout all 
the classes of an enormous and complex society. If we would 
compare the phenomenon with anything known to us in European 
history, the ^comparison can only be with some period when 
change was much more rapid than it has generally been, for 
evolution tends to^ become revolution as its speed is accelerated. 
The only period in* which Europe offered even faint analogies to 
modern Iifdia was assuredly that which we generally describe by 
the naipe of the Industrial Ke volution, from which even now we 
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have not settled down jnto comparative stability. That was a 
period of great changes. Machinery was invented. Steam was 
definitely applied to transport and manufacture. Large-scale 
production* was introduced. The factory system Was organised. 
Thp cottage industries were destroyed. The economic organisa- 
tion o:& Europe, in, say, 1850, was assuredly a very different thing 
from what it was a* century before. We may reckon it as a for- 
tunate circumstance for Europe that the intellectual movement 
which culminated*in the French EevolutioM did not coincide with 
this Industrial Eevolution. If it had, it is possible that European 
society might have been hopelessly wrecked. But. as it was, even 
when the French Eevolution had spent ^ts force in the conquests 
of Napoleon, the Industrial Eevolution stirred up enough social 
and political discontent. When whole classes of people are 
obliged by economic revolution to change their mode of life, it 
is inevitabto that many should suffer. Discontent is roused. 
Political and destructive movements are certain- to ensue. Not 
only the revolution j of '48, but also the birth of the Socialist 
party sprang from the Industrial Eevolution. 

But that revolution was not nearly so sweeping as that which 
is in operation in India now. Steamships and railways were 
prodigious factors of change in Europe ; but then they were intro- 
duced by regular lines of shipping carrying a great volume of 
foreign trade, and by high roads and canals, such as India never 
knew. Again, the men gathered together in English factories 
were not by descent agriculturists. They were already used to 
unremitting labour. The weavers and spinners had been weavers 
and spinners before ever they e^itcred the factory gates. And, 
finally, the invention of machinery and Steam-power was but 
the crowninij^ event of a long scries of years in which commerce 
and industry had been constantly expanding, in which capital 
had been largely accumulated, in which economic principles had 
been gradually spreading. Adam Smith wrote when the In- 
dustrial Eevolution was in it« very infancy, and ho still remains 
our greatest economist ; but what rank would he have held now 
had he applied his genius to the study of Indian economics a 
couple of generations ago? No, the Indian economic revo- 
lution is vastly greater and more fundamentg,! than our 
Industrial Eevolution, great as that was. Eailroads have h^en 
built through districts where 'travel was almggt impossible, and 
even roads were unknown. Factories have bqpn built, and 
filled by men unused to industrial labour. Capital^ has been 
poured into the country which was unprepared for anj; such 
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development, , An4 what are the -consequences? ^ Indian 
social organisation , is being dissolved. The Brahmins are no 
longer priests. The r,yot is no longer bound to the soil. The 
hania is no longer thfi sole purveyor of capital. The hand-weaver 
is threatened with\ extinction, and the brass- worker can no longer 
ply his craft. Think of the dislocation which this sudden fthange 
has brought about, of the many who can ncT longer follow their 
ancestral avocation, of the commotion which a less ' profound 
change produced in Edrope, and you will understand what is .the 
chief motive power of the political unrest. It is small wonder. 
The wonder is that the unrest has been no greater than it is. 
Had India not, been an Asiatic country she would have been in 
fierce revolution long ago. Had such a change occurred under 
the later rule of native princes, India w^ould have been a seething 
chaos to-day. It is not the fault of British rule, except in so far 
as British rule has tended to acceleilite the change. ' 

What India sdems to require more than anything else is a little 
leisure to digest the new methods, but it is doubtful whether she 
will be able to obtain it. Government is harassed by the extre- 
mists on the one hand, who would like to throw everything into 
confusion, and by the moderates on the other, w^ho cry out for 
more and more economic reform. Between the two, India is 
not likely to get what she most needs — a little rest after these 
exhausting changes. But still there is this to be said — the more 
the economic revolution is hurried on, the sooner it will be ovfer. 
Of course, in that case, we must expect the political writhings 
to become more and more violent., But once they are over, we 
may expect the situation to soften dowm to a more balanced condi- 
tion. India in that case will have had the advantage of skipping 
a development which has cost our race no less tham six centjiiries 
of effort; but he would be a bold prophet who would venture to 
foretell how soon she will be able to enter into her rest. 

Henry Dodw'bll 


French Eailway Servants and their Pensions. 

For several months an agitation has been going on among 
railway servants in France, conducted by the leaders of their 
trade union, but f/mfined to a minority of the 'personnel. The 
Government kas Showm itself to some extent favourable to the 
movemenf. And yet, if the latter were to succeed, the result 
woul4.appear in a fresh burden on the Exchequer. It should be 



1910] PBKHOH RAILWAY SERVANTS AND THEIR PENSIONS . 625 

• 

remembered that there,Js a close interdependence between the 
finances of Frepch railway companies and those of the State. 

■ The demands influencing the agitation: .are the more surprising 
in that, quite recently, Parliament took upoii itself to impose a 
coijsideraible improvement in the conditions oh which the Comi 
paniesrhave granted pejisions to their servants. . It will therefore 
be relevant to show' how and why l^arlia, merit has intervened to 
compel the Companies to treat their employees with more 
generosity. On their side the Companies have just opened a 
lawsuit before the supreme* French tribunal, the Conseil d Etat, 
claiming that the State has broken it.> contracts with them, and 
should therefore release them from burden recently imposed 
upon them. 

We may briefly recrll the Tact that, in France, the railways 
have been conceded to private enterpi ise (except the recent State- 
managed Ifries) by specific contracts, and those arc accompanied 
by docunient(‘d conditions, fixing explicitly the terms of the 
bilateral conlruct. Eveiy obligation of the company is clearly 
specified. No allviration can be inad*.i in ibc list of conditions and 
in the obligations, save with the consent of tiio contracting parties. 
And it is in virtue of these ‘‘conventions ’’ that the Companies 
have to hand over, on a fixed date, all their service, their plant, 
their rails, etc., to the State. 

Hitherto Parliament had never ventured to ignore the bilateral 
character of these contracts, which bore the signatures of the 
represen ''^atives of both State and Com])anios. And it is a fact 
that in 1890 a law had been passed solely with a view to hinder 
the railway companies, financially allied as they are with the 
State, from being too generous to their cinployees. .This may 
seem.a paradox in view of to-day’s events, and yet it is absolutely 
true. The Companies had considerably develojied their pension 
£unds. This might react on their *net receipts. And the State, 
being compelled to cover their deficit to a certain extent, or to 
share in their profits lin certafn cases in virtue of the conventions), 
had decreed, the Act of 1890, that the Minister of Public 
Works should ^Kissess the power of veto with respect to the 
Companies'' pension rules. The aim of this was, of course, to 
safeguard the State funds. ’ ^ 

This proves that all the relations between the State and i4ihe 
Companies are regulated by express bilateral contract. And the 
lawsuit has been instituted by the Compapies^to <piforce respect 
for this contract or to be accorded compensation, idfesides, the 
Minister of Public Works, who has led the legal attack the 
No. 80.— VOL. XX. ‘ T T 
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contract in botji Chambers — M. Barthou, once a Moderate, now 
a Socialist — has claimed to justify this attack X)n a bilateral 
contract by merely citing a precedent intervention, equally mon- 
strous and abusive. ' Wc mean the Act compelling mining 
companies to giv^ pensions to their employees in certain 
circumstances. M: Barthou, in a word, has said that the ♦State, 
being party to a contract, may alter it on its own authority. On 
the other hand, it W’as declared by Parliament in 1890,* that; “no 
obligations might be iniposed 'upon the Companies beyond those 
provided for by the contract of concession.” 

These Conventions have only anticipated the one case of 
Stat(^ interv('ntioi), arising largely from a very liberal interpreta- 
tion of terms, namely, security of exploit ai ion. It was foreseen 
that the State might im}K)so on undertakings evt^rything indis- 
pensable to insure this si'curity. And for some' time past ihv 
Administration, to win the approval of Parliament, as w'(‘ll as of 
the agitators ainbiig the railway persomiel , has largely intervened 
in regulating, and es[)ecially in limiting, the hours oi labour, 
The pretext given was that tlu' Companies required of hhe 
employees periods of service too loj^g to enable them to be lit to 
carry out their tasks with saftdy. Pl(Te arises the question of 
security mentioned above. Kegulations in great detail were 
drawn up to insure periods of rest, esp<'ciiilly for drivers and 
firemen, to limit the length of a. working day without intcTvaUr 
A numerous a-dministralive. staif, the srrvants of the Ministry’ of 
Public Works (who arc the controllers of labour) saw' to it, that the 
employees were not overworked, and that (he regulations wxto 
carried out. It w’as »‘ven dt:cided by the Ministry (hat, in the 
working day of a driverVind a fi^'m^n an hour and a half should 
be allow'ed before every departure to put the engine ‘into a profver 
condition. This, it must be remembered, is the task of spi^ial 
workers, who carry it ‘out under tin* driver’s sii{>6rvision. Tbt) 
“Inspection of Kailway Workmen’s Labour” decided that they 
were not to w-ork more than ten Hours a day. As to that, tho 
Companies had forestalled the decision by putting the limit wel’ 
below ten hours. And of these ten hours, the drivers and firemen, 
at least on passenger trains, do not spend five on the engine. 

This clavse relating to security has been the pretext for the 
pr6sent demand for albTation and unification in the conditions 
for giving pension^. Of course, t'he amount of the pension has 
nothing tg do* with the employee's safety during his work. The 
new conditions for pensions have been extended to include work- 
shop hands, such as ^Siinters, and officials who have no influence 
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whatever on “security 'of exploitation/* sucli as^ booking-clerks. 
Another series nf facts proves that the servants of the Companies 
were not. formerly exposed to excessive' fatigue, and that the 
relative ^elay in touuhing their pensions wab|Ho menace to tlie 
famous “security of exploitation,’* the. pciisic^ers all living to a 
great age. Out of 795 drivers who in 10 years received pensions at 
the hands of a certam Company , 540 were alive after 10 yeai s ; and 
of these 187 weraover 65, and 70 were over 70. S))eaking gener- 
ally, such servants as were exposed to grert fatigue — dnvers, 
hremen and the like — W(*,ro able, before ever Parliament inter- 
vened, to llraw a pension at 55 years of age, aftei 25 years’ 
service. And the pension was U ' m^a^’c one. It might amount 
to three-quarters their ^vage.s, il they had seiwed longer than 
the minimum period required, h'irenicn of 55 years of age, who 
had served^33 years, might receive a ptiisioii of 3,300 francs. The 
pension given usually varied from 2,000 to 2, 500. francs, and that 
is a good deal nore than the French Government usually gives 
to its own serv.mts. In fact, it should be remembered that the 
State, which })rofesses to enforce lilx'ral measures on private 
enterprise, at their expense, does not grant pensions to its own 
ordinary officials till they reach 60 years of age after 30 years 
of service ! 

Nor must it be forgotten that it was on their own initiative, 
many years ago, that the Companies instituted pension funds, 
thereby incurring pecuniary sacrifices which the State, in 1890, 
was iiicuued to think excessive. The'. Guest Company set the 
example in 1851, and by 135fe all the other Companies were 
imitating it. At that time^the Comiianie% gave their servants 
facilities to de|K)sit from 3 to 4 jx^r cent, of their wages in a 
savings bank* engaging to add to each account double the amount 
deposited. It is obvious tha" thii represented a considerable 
addition to salaries, and* was an expensive matter for the Com- 
panies. Very soon the employees asked and obtained that these 
deposits and this# formation of a pension should be obligatory on 
each servant, but largely at the expense of his employers. In con- 
sequence the Comi)aiiies undertook to arrange a pension of a 
certain amount to every servant or official. They did not lose 
sight of the fact that changes in the rate of interei^fc and in the 
value of the investments might entail a certain amount of uncer- 
tainty in the importance of the amount avait^ble each year for 
securing the future distribution of these different p^insipns. But 
they undertook the entire responsibility of this uncertainty in 
guaranteeing the payment of everything necessarj for deman’ds and 

T T 
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promises. From that time the railway ^rvants became entitled 
to pensions amounting generally to the half of the wage received 
during the last years df service. It was, moreover, specified 
that the widow aijd children under age should have the preversion 
of one half of the pension. Once more, the employees were 
entitled to a proportionate pension even if they had not completed 
the normal period of service, or even after only 15 years of 
service, if illness or accident rendered them, unfit for further 
service. 

This is the situation, so advantageous and so superior to thg-t 
of State employees, which French politicians have set themselves 
to alter for the benefit efi railways servants — to alter, moreover, 
by compelling the Companies to increase the sacrifices which they 
had made on their own initiative, without being in any way 
bound to do so by their contracts with the State. 

It is a considerable addition to their expenditure that they 
are required to make. The national budget will bear, and indeed 
already docs bear, a good portion of it. The net returns of the 
Companies are slender enough to force them to demand from the 
State and the Excdiequer grants corresponding to what is called 
the guarantee of intcTest. But this intervention and increase 
in public expenditure will prevent net receipts from rising to the 
extent that might have been looked for. So, too, the dividends 
of shareholders in the Companies would liave increased, in virtue 
of those conventions of which wc have spoken. Hence, important 
sums have been taken from tiie pockets of shareholders to be 
distributed among the servants? ofr the Companies, whether this 
is done by lowering fee age entitling to a pension, or whether the 
pension is increased. And there is no doubt as to the importance,, 
of the amounts involved. On the Nord railway alone, for instance, 
in 1909, the additional expenditure due to this legislative inter- 
ference was upwards of 888,000 francs,* measuring from the tiifie 
when the new Act took effect. 

About fourteen years ago certain politicians ftheir constituents 
being largely composed of railway servants) tried to persuade 
Parliament to legislate to the advantage of those constituents at 
the expense of the Companies and the Exchequer. From the 
outset, the ‘’pretext was, of cours^j, that such legislation was a" 
question of “security.’* And on that occasion they had not feared 
so to expand the ^‘proposed intervention, that, when fully applied, 
it would^hafe involved an outlay of nearly one hundred million 
francs. This extravagant proposal, however, was not passed. 
Nevertheless, the extra burden incurred by the new measure 
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will ribt amount to lass than 27 J million^. .A^d the Bill has 
this other incoiiverient feature It will .demonstrate to the 
employed that an Act is all that is neede^J.to compel the employers 
to alter to-day pensions and pensioning conditions, and to-morrow, 
the rate of wages. 

Henceforth, drivers and stokers can claim i pension at 60 years 
of age — surely an *oarly start ! All other train officials, as well as 
all other officials^ on active service, can claim their pension at 55. 
It* is only the fear of financial complications that has induced 
Grovernment to ask Parliament not to adopt the 50 years limit for 
all railway servants. And thus all those employ t d in railway 
workshops, on the safety of whose work age canjiavc no influence 
(such as the painters of railway cars, etc., of whom we were 
speaking), can take o^it their pension at 55 years of age. The 
clerks have proved less interesting material. They are less 
numerous* and less formidctble as electors. They cannot touch 
their pension till they are GO, this being a scantier generosity 
than they were often shown by the Companies. They have 
been legally penalised, precisely that there might be more to 
bestow on the mass of labourers, p^^operly so called. 

At one time a clause had actually been introduced into the 
Bill, forbidding the refusal of a pension, either proportionate or 
full (according to ageO, in eases of dismissal for emht^zzkmient, 
^insubordination or conviction under common law. This 
iniquitous feature was eliminated, though there were many 
members of Parliament to mourn its loss. 

The extra pecuniary burdep arising from this Act is chiefly, 
of course, due to the lowered age-limit % the great majority of 
pensioners. But besides this the rate of pension has been sensibly 
increased. •This rate has been always fixed, for all the Com- 
panies, at the figure determined by the richest and most 
"generous among them. . Thus, when the wages were 2,400 francs 
per annum, at 45 years of ago, aftcT 20 years’ service, the pension 
was fixed at 9^0 francs. Tiais j)cnvsion, it should be added, was 
not paid till tlje normal age limit was reached, when admission to 
a pension was not due to any infirmity. But the latter needed 
not to have arisen i]i connection with the exercise of duty. For 
this same salary of 2,400 francs, the employee wouJd, at 55 years 
after 30 years’ service, earn pension of 1,440 francs ; at 60 y^ars, 
after 35 years' work, 1,680 francs. This* is better than the 
pensions bestowed by the State on its (nY^^]m):lloy^es. Hence 
Parliament has created a privileged class out of railw^ay servants, 
especially drivers and stokers, not to mention the great majority 
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of the rest. We can imagine what a clai^ionr will arise f<5r other 
Acts creating other^ such privileged orders! — especially if the 
contributions by the ‘servants themselves are not to be raised, 
and if the Companies «are to guarantee the pension funds ! 

The privileged '^parties themselves are not satisfied with t^jis 
Act passed in their favour' And while the servants of the' little 
secondary railway Companies are demanding to be treated 
similarly to the servants of the great Companies, and to be 
granted equally good pensions, even the servants of the great 
Companies are seeking new favours, notably increases of wages. 
Their idea is that the luwv pension measures should take effect 
retrospectively. They w^ant the increase to be valid at once for 
those who arc already pensioned. 

Such a result w-as only to be expected. Appetites have been 
tickled, and tliis violation of contracts regularly signed has done 
nothing to pacify minds. 

Daniel Bellet 

September^ 1910. 


(lERMAN Factory Hands. 

An Inquiry into their Inditstrul Condition. 

In the current number of the Erichy.-ArbcUshJatt (the journal 
of the German Labour Department) appc'ars the result of an 
exhaustive inquiry, eoiulucU^d by the GcTinan Vorbaud der 
Fabrik-arbeiter in An^^rst, 1907, into the rates of pay and condi- 
tions of work obtaining amimg its members. These comprise a 
great variety of workers, in the main unskilled, fc^r whom no 
special trad(^ union exists, because, as a rule, the branch of industry 
concerned is not of sufficient importance tp warrant the formation* 
of a separate union. 

Among the numerous industries represented in the Verband 
we find industries so diverse as the chemical, the India rubber, 
the linoleum, the paper, the sugar, the cement, the soap, the 
chocolate, the brick-making, the ccunont and lime, and many 
others. Somp of these, such as the chemical, arc carried on 
chiefly by large firms in large towms. Others are more in the 
hands of smaller til’ins, and arc fnoi’e widely distributed over 
different paids,,of Empire. 

Notwitlistanding this great diversity of occupation, the 
majority of the members of the Verband have this in common — 
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that tHey represent in the main the same type of unskilled factory 
hand. Their social status is practically uniforrn throughout the 
empire. , One is, consequently, justified, in treating them as a 
more or less homogeneous class for statistical purposes, and in 
drawing* certain general conclusions from the Results of inquiries 
addr(5ssed broadcast to them all. ‘ ^ • 

For the purposes of its investigations the Verbaiid sent out 
no .fewer than 1^0,000 inquiry forms. Of these 81,l-i0 were 
returned filled in. Of these, however, alfbiit 2,000 ccruld not, for 
^^arious reasons, be utilised. There accordingly remained available 
for statistical purposes 79,140 forms, of which 78,0S8 were sent 
by male and only 6,052 by female ^v(»‘kcrs. x\t the time of the 
inquiry tlio Verband contained '!e44.957 members, so that m the 
event the mass of information available represented answ^ers from 
58*64 per cent, of the members. 

The following table suiftmarises the result of the inquiry as 
regards hours of work. 



Numhrr of 

ctnployces 

Pore 'll 1ag< - 

m’ I mployoos. 









- 




1 email*. 

aiiiic. 

l<’inmale. 

8 

779 

22 

1-0 

0-4 

84 . 

800 

41 

0*5 

0*7 

0 

4,062 

677 

6*4 

11*2 

'4 

1 8,884 

877 

12-] 

14*4 

10 

47,926 

3,746 

06-6 

02*0 

104 ... 

3,276 

327 

4-6 

5*4 

11 

4,342 

320 

G-0 

5*4 

lU 

412 

18 

0-6 

0*2 

12“ 

1 ys-u 

11 

2 '4 

0*2 

Ovorli 

688 


0-9 

0*1 


From this table it will be seen that only 20 per cent, of the 
male hands, and about 27 per cent, of the* female, work less than 
'lO hours per day, wlieyeas 14 '4 per cent, of tlie males and 11*3 
of th(‘ females work more than that period. The average for all 
members would seem to bt a trifle under 10 Jiours, viii., 9*77 
hours for tlie lijalcs and 9*80 for the females. 

The following table shows the methods of payment in vogue. 


How paid. 

No. ol^ men. 

No. of woman. 

• 

By the hour 

43,148 

• 

2,422 

,, day 

4,563 

609 

,, week ... 

7,51^ : 

667 

„ month .. 

54 i 

— 

By piecework 

17,480 ! 

• 

2,874 

. ! 

m 
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According tq thei^G figures 60 per cent, of the males *and 40 
per cent, of the females were paid by the hour, and*24 per cent, of 
the males and 40 per cent, of the females by piecework. If the 
returns from the fprnfile hands are to be taken as representative, 
it is evident that pi^c*cwork is much commoner among the women 
than among the fnen. 

In dealing with the w^eckly payments, the normal working 
period has alone been taken into account, and o,vcrtirpc has been 
ignored. Fractions of a mark’ under. 50 pfennigs have likewise 
been disregarded ; anything over that amount has been reckoned 
as a full mark. The Ibllowing table summarises the result of 
the inquiry as to the rateJ^ of weekly wages ruling. 

Weekly W^ages. 


Mon. j , Women. 


Aiiiouiit. j 

Earned loy 

Anioiuit, 

Earned by. 

Up to 10 m. 

192 

Ur to 5 m. 

20 

„ n 

147 

„ 0 

32 

,, 12 

482 

„ 7 

126 

,, IS 

169 

8 

366 

14 

898 

„ 9 

777 

„ 15 

2,077 

10 

1,012 

,, IG 

2,381 

n 

845 

,, 17 

3,153 

„ 12 

1,191 

,, Ifi 

7,237 

,, 13 

464 

19 

4,796 

„ 14 

355 

M iiO 

0,723 

„ 15 

400 

„ 21 . ; 

7,106 

,, 16 

141 

„ 22 

5,032 i 

1 M 17 

162 

23 

5,253 ; 

Ir ,, 18 

96 

,, 24 

r,528 1 

1 M 19 

.30 

„ 25 . ' 

M,322 1 

i „ 20 

20 

26 ' 


1 ()\or 20 

16 

27 

3,095 1 

1 

« « 

.,28 

1,800 1 

1 


,.29 .1 

8.50 ! 



„ 30 

2,^V22 * 1 



,, 31 

352 ! 

■■ 


,, 32 

702 



„ 33 

475 1 

t 


34 

223 


,, 35 ... j 

38 J 



Over 35 

1 
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Taking thp male workers, it is to be noted that those earning 
up <50 11 marks a week are almost exclusively youths of froiii 
sixteen to eighteemyears, or disabled workmen. On the other 
hand, amopg thosrf earming 12 marks and a little over are to be 
found an appreciable number of adult workers. Eoughly, 24 
per cent, earn up to ‘18 marks per week, and rojighly 26 per 
cent, earn more fhan ?4 marks. About half draw between 19 
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and 24* marks. Only 3»‘6 per cent, earn ove^ 30 marks, and less 
than 1 per cent, more than 36 marks.- yhe- following table 
summarises the results in another form . 


Men 


'^onien. 

• 


^ • 


Weekly earnings. 

Percentage eamiiif, 

• same. I 

Weekly earnings. 

Percentage earning 
same. 

Up to 12 m. • 

1-12 

Up to 8 JP. ... : 

, 8*92 

12 „ 16 

4*71 1 

8 „ 10 

20*60 

16 „ 18 

17*49 1 

10 „ 12 

33*80 

•18 „ 21 

25*40 ! 

12 „ 15 

Over 15 

20*17 

21 „ 25 

31-12 

7*61 

25 „ 30 

16*40 



30 „ 35 

2-95 ' 



Over 35 

0-72 

i 

i 


The average weekly <"arnii]g'. for all mak'. workers work out 
at 22*08 marks ; 56 per cent, ('cirn k‘ss than this. 

The average weekly earnings for all female wo>’kers work out 
at nearly half t^^at of the m(m, vi'/,., 11 *54 marks; 52*5 per cent, 
earn even less than this. Only 28 per ecr^t. cum more than 
12 marks. 

The wide differences botw(‘en rates of pay in different parts 
of the Empire is very noticeable. The average weekly wage is 
as low as 11 marks 40 pfennigs at Friedland, in Silesia, and as 
high as 31 marks at Obcvliausen, in Eheinlancl. For Sachsen- 
Meiningen and Sik'sia the averages are a trifle under 17^ marks. 
The average for Berlin is 25 marks 70 pfennigs; for Flamburg, 
25 marks 30 pfonniga* for the tRh(dnIand^25 marks 29 pfennigs; 
for Alsace-Lorraine, 23 nia^ks 74 pfennigt^. 

The returns show clearly that, as*a rule, wages ‘are higher 
in ^he large towns than in the small; ^hile, for example, in 
towns cl less than 10,000 inhabit»nts 60 per cent, of the workers 
* belong to the throe lowest wage-classes, and only 5 per cent, to 
the highest, in towns of oy(W 100,000 inhabitants only 10 per 
cent, are to berfound in the three lowest, and no less than 20 per 
cent, in the highest wage-class. 

Similarly, as is well known, the hours of work arc shown to 


Average length of working daj'. 


In towns 

with pop-uai.ion 


U]» to*l 0,000 

10,000 to 50,000^50,000 to 100,000 

• I* e 

Over 100,000 

Under 10 hours 

55 

26 

. 13 

20 

10 to 11 

177 

86 

1 

11 

11 12 

20 

7 • 

1 — 

•• "**” 

Over 12 

1 

3 

— • 

, 
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be shortqr in the bjig towns than in the small towns. T;his is 
well shown by the following table. * 

These figures show- .that in only 20 per cent, of the places 
with less than lO^OOO inhabitants was the average working day 
less than 10 hours, while in 10 per cent, of such places it was 
more than 11 hoUrV Of places with more than 100,000 ihhabi- 
tants, on the other hand, about 65 per cent, have a working day 
of less than 10 hours, and in not a single one jio the rnen work 
for more than 11 hours. 

The following figurevs show the average duration of the 
working day in different parts of the Empire. 



1 

j Ilouw. 


Ilours. 

Berlin 

0:35 

Posen 

10*12 

Wiirtemberg 

9-HG 

Hesse . ; 

10*13 

Hamburg 

1)‘B8 

Brandenburg . | 

3016 

Hanover 

IMX) 

Rhineland | 

30*16 

Brunswick 

9-98 

Silesia 

30*16 

Bavaria . ! 

1001 1 

Pomerania . . [ 

10*22 

Westphalia 

10 03 

Reuss 

10'4i 

Baden 

10-06 ! 

T'j. Prussia .. 

10*46 

Saxony 

1010 

W. Prussia 

1 

10’95 


Tlie average for West l^russia would, accordingly. ap]>ear to 
be over 11 hours longer t^iaii that for Berlin. 

Of great interest arc some of th('. reluruis showing the relation- 
ship between ag(^s and w^ages, w'agcs and hours of wwk, &c. 

The relationship between ages and wages is well brought out 
by the subjoined table, which relates to male workers only : — 


Age. 

Numl>er of einjiloyoos. 

' Average weekly wage. 

16-^18 ... 

1,860 

16*86 m.. 

18-^21 .. 

6,287 

20*02 

21—30 

24,303 1 

21*65 ' 

30-40 

22,333 ' 

22*18 

40-50 . 

12,676 • 1 

1 ' 21*29 

50-60 .. 

4,889 1 

« 19-86 

60—70 ; 

918 

19*02 

Over 70 ' 

33 

16*25 


It will be /3bs(^rved that the rate of pay rises regularly up to 
the ^fourth age-class, and then just as regularly diminishes wdth* 
succeeding agc-clasti^is. Those between 40 and 50 w^ould seem 
to earn les^ even than* those between 21 and 30. Still more 
striking arc the following figures, showing the connection between 
wages ead working hours. 
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• 

Working hours 
per diem. 

Number of employees. 

Average weakly * 
earnings. 

Average hourly 
earnings. 

8 ... * 

779 

9S i5 m. • 

• 65-73 pf. 

84 

390 

26-46 * . 

61*90 

9 . 

4,662 

24*68 

45.70 

^4 i 

. 8,834 

24-34 

42*70 

10 • 

47,920 

21-92 

36*50 

104 

. 3,276 

1 20-79 

; 33*00 

11 

4,342 

20*46 

31-00 

114, ... ■ 

412 ! 

19-67 

' 28-50 

12 .. ...• 

1,784 , 

. 19-73 

1 ?7-40 

Over 12 


20*21 

i 26-31 

i 


Nothing could demonstrate more clearly how the wages vary 
in inverse ratio with the length of the working day. 

One of the questions on the inquiry forms was directed to 
ascertain the amount paid for rent by each worker. The answers 
to this qiK-stion make it e^car that the worse-paid hands have 
to pay relatively the highest rents, the disproportion being 
greatest in towns of bctwcuui 50,000 and 100,000 inhabitants. The 
following table sammarisos the result of this part of the inquiry : — 



Percenfiage .spent on rent in 

Average yearly income 





in marks. 

Towns of less than 
10,0(X) inhabiUnts. 

Towns of between 

Towns of between 

Towns of more 


10,(XM> and 
inhabitant. s 

60,000 & 100,000 
inhabitants. 

tlian 100,000 
inhabitants. 

5494 

15 

18-00 

26-40 

24-20 

7234 

12-35 

13-71 

18-60 

]6‘91 

•S69 1 

11-24 

13-26 

15-91 

18-25 

1,006 

11 00 

12-47 

15-59 

17-87 

1,173 , i 

os 

t 11-64 

1 15-09 

^ 13-69 

17-97 

1,388 

9-33 " 

11-18 

16-71 

1,640 j 

9-58 • 

10-36 . 

12-21 

15-92 

1,861 

7 -66 

8-9 

9-74 

13-67 

» • 

• 





. The result of a separate detailed inquiry as regards Hamburg 
and Berlin is to show clearly that the majority of the factory 
hands in these two cities sp(fnd far too large a proportion of their 
earnings on rerit. If we take 20 per cent, of earnings as the 
maximum which should, in the interests of the whole family, be 
set aside for rent, wc arrive at the disquieting conclusion that a 
good 40 per cent, of the workers in these two towns are obliged, 
in their outlay on rent, to exceed this maximum. • 

Elxamining the returns according to wj^e-classcs, we get a 
still gloomier social picture. In the follojviii* tal^e, column two ^ 
shows ihe percentage sj)endii)g up to 25 per (;cnl. of tficir earningiT 
on rent, column three the percentage spending over 25 ggr cent. 
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on rent, column .four the percentage of; column three sj)ending 
over 30 per cent, on rent. 


Weekly wage. ' 

Percentage of workers spending 

( 

Up to 25 per cent. 

\ oil' rent. 

Over 25 per cent, 
on* rent. 

*• 

(Of col. 8) over «0 
por cent, o^f rent. 

Up to 18 m. 

62 

38 

.20 

18 „ 21 

66 


13 • 

21 „ 26 

, 77 . 

23 

10 

25 „ 33 

89 

11 

4 

30 „ 35 .. 

94 

6 

1 

Over 35 

97 

3 



In other woVds, of thoBc earning under 21 m. a week more 
than a third pay away over 25 per cent, for rent ; of those earning 
up to 18 m. a week one in five pays away over 30 per cent, for 
rent. c * 

It is true timt in a large ninnber of teases the payment of 
these relatively (‘xcossive rents is facilitated by underletting or 
by the earnings of other members of the family being availabl(‘ 
to supplement the fntli€U''s wages. But there can b(^ no doubt 
that in the majority of th(‘. cas(‘s wliere th(‘ rent ]>aid amounts to 
more than 25 per C(uit. of the wage received by the father th<^ 
family suffers in its internal economy. The amount available for 
wholesome food and clothing is reduca^l Ixdow’ th(‘ minimum 
essential for physical efficiency. Jjasl but not least, high rents 
among the working classes invariably spe*!! overcrowding, with 
all its attendant evils. 

I B:..,r.ST Lessee, 


A Method of Beterminjxg the Numerk’al Value iw 
Elasticities of, Lem and. 

§ 1. An increasing amount of attention is being paid by 
State Departments and private persons to the study of workmen's 
budgets, and a number of tables have already been printed to 
show the proj)ortion of ‘their income which families in different 
inepme grades expend upon various principal groups of com- 
modities. I wish {p suggest that' the statistical material thus 
made availably affords^ opfiortunity to patient arithmeticians to 
‘investigate by a new method tlie magnitude of the elasticities of 
deman^J of some important consumable commodities. 
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§ !?. To exhibit the,nature of this method I shall suppose that 
our data are better than they are^ and that ^^o possess tables 
showing the expenditure of the group of.;^orkpeople whose wages 
lie between 20^^. and 2Lv., of the group whose wages lie between 
2^. and* 226*., and so on continuously for all wage levels. With 
this tloso grouping we may fairly assume^ that the tastes and 
temperament of 'the peo])lc in any two adjacent groups are 
approxiitiatvely the same. That «s to say, the quantity of “utility 
obtained from the a::th unit of any commodity, say tea, is equal 
^or tyincal men in the 20.s\ to 21 a. group, and in the 21 a. “^o 22a, 
group. Let this quantity for all values of x bo fx • or, in other 
words, let the utility curve in respect 4 )f successive ineniments of 
the commodity tea be represent d by u--- fj\ We are entitled to 
assume further, in the absence of special evidence of correlation 
of demand, that the utility curve of both g}*oup& for tea is approxi- 
mately ihdependent of "#hc (luauiity of other commodities 
consumed, and, therefore, of th(‘ marginal utility of money. Let 
this marginal utility to the lower and higher wage-groups respec- 
tively be pi and P 2 , and the quantity of tea consumed by these 
groups Xi and Xo. Then, since the price };aid for the commodity 
m ust be the same for both groups , we know that this price p is equal 

both to ~ fxi and to --fx^. These two expicssions are, therefore, 
P'i P'2 “ * 

equal to one another. But if, as is reasonable to suppose when the 
wages of the two groups are close together, X 2 differs only slightly 
from fxo nia.> in general be written fx^-^ ixo- x^) fxi. 



But the elasticity of the utility curve in respect of any consump- 
tion Xi is kiiov\n*to be equal to • .Therefore the elasticity 

^1/ 

* of the utility curve for^tea in respe(*r of«both our groups 

= ^1 

^ • ^5 * P2'^P1 

But, since a small change in the consumption of any ordinary 
commodity on which a small proportion of a man’s total income 
is spent cannot involve any appreciable change in the marginal 
utility of money to him,^ the elasticity of the utility curve in 

“ 1 Strictly, of course, such a change must involve some alteration in the n^^rgm%^» 

utility of money unless the demand of the commodity in question has an elasticity 
equal to unity. If the elasticity is anything other thfti this, o> change in its con- 
sumption will be accompanied by a transference of monelj' front e^jpenditure upon it 
to expenditure on other things, or vice versa. This must effect the marginal utU#ty 
of money in these fields, and its marginal utility, 'if affected in one field is, since it 
must be equaHn all, affected in all. •* 
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respect of any copsumption Xi is equal cto the elasticity*^ of the 
dernand curve m respect of that consumption. •Therefore, the 
elasticity of demand for .tea of the lowest wage-group, in respect 
of its consumption of rXi units of tea, is given by the equation : 

If we knew tlie relative values of /i-i and /i- 2 , this equation would 
enable us to determine the elasticity of demand of the lowest wage- 
group for all commodities in respect of such quantities of the com- 
modities as they are consuming. Similar equations would enablq 
us in like manner to determine the corresponding elasticities of 
each of the other wage-gijoups. If it is objected that our result 
would ill practice be impaired by the fact that the higher wage- 
groups are apt to consume a better quality of commodity, as w^ell 
as a greater quantity than the lower w^age-groups, the difficulty is 
easily overcome by substituting in out' formula for the* quantities 
consumed (Xi and x<j) of the commodity in question figures repre- 
senting aggregate expenditures upon it. This device escapes the 
suggested objection by treating improved quality as anothei' form 
of increased quantity. 

§ 3. The result establislicd in the jireceding section is not, 
however, the one which promptcid me to write this nete. For, in 
order to obtain quantitative knowledge of the magnitude of any 
elasticity from that result, wv need to evaluatij /*i in terms of P 2 “* 
and this wn cannot do. ^riu* point to which I wish to draw 
attention may be displayed thus. By the process indicated above, 
the elasticities of demand in any wage-group can be determined as 
regards all the things cinsumed in that vrSge-giuup iii expressions 
involving /ai and P 2 - Let -these elasticities be ex,ey, Cz, and so on. 
It follows that any one of these elasticities can be determined in 
terms of any other without reference to and P 2 * , These 
unknowns are eliminated*, and we obtain the formula ^ 


Cii — Cv 


Ik-Vi 


Vi 

This result, it should be observed, only follows directly from the 
preceding argument provided that the commodities concerned 
are both such that only a small part of a typical man’s income is 
normally spent upon them. In general, however, though the 
itabsolute formula foi elasticities from which the result is derived is 
only valid on this as^^umption , the above comparative formula is 
approximately yalid*alsQ in respect of two commodities on which 
a* large part of a typical man’s income is spent, provided that the 
part spe^Uit on the one does not differ greatly from that spent on 
the other. The reason for this is that the errors in the two 
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formulae for absolute elasticities which have to be combined will 
tend to balance one another. The only case* theft’efore, in which 
our comparative formula must be seriously suspected arises w*hon 
it is used to obtain uhe relative elasticities^ of the demands of a 
group for two things on one of which it spen'ds a iarge and on 
the otiber a small prop6i*tion of its income. 4part from this case, 
the formula, when api)lie(i to the statistics of quantities of, or 
expenditures upon, diflefant commodities by neiglibouring wage- 
grpups, ena*bles hs to determine .numerically ^he^ r^ttio of the 
tjiasticity of demand of any wage-group for any one commodity 
Cin respect of the quantity of the commodity actually consumed 
by it), to the elasticity of den jiiui of^ th(‘ group for iiny other 
commodity, ddiis information will often be v^tluable in itself. 
It is im[)ortant to know whether tiu*- demand of workers with 
'Ion. a we('.k for clothes is about twice or about ten times as 
elastic as iheir demand for^ food. But the information is also 
valuable indirectly For by it. if we con in some other way— - 
through the examination oi‘ shop-keej)ers’ books or otherwise— 
determine the elasticity of demand of a gr.'up of workpeople for 
one thing, we have a bridge ready along whicli we may proceed to 
determine the elasticity of their demand for all other things. 

§ 4. Tri explaining the above method J have, as indicated at 
the outset, tacitly assumed that our cUta are better than they 
are. This, I think, is legitmiate, because there is no reason in 
the nature of the case why these data should not be improved; 
and, indeed, there is little doubt that they will be improved. 
Even then, of course, anyone attempting a detailed application 
of the meth(''4, ^ to jiK^unter serfjus difficulties, among 

which, perhap.^, not the least will be that of deciding how far to 
treat difi'ereut comjuodities separately and how far to group them 
together according to the purpose whioh they jointly serve. 
.When |)ut to the test these difficulties. may, no doubt in some 
cases, piove insurmounfable. From the results of an experiment 
made upon figures given in Ihe second Fiscal Blue-book (pp. 215 
and 2i7), 1 am,^however, tempted to hope for better things. The 
figures refer t5 the expenditure upon “food” and “clothing” of 
groups of workpeople whose wages were respectively under 205. , 
between 205. and 255., between 255. and 305., betw^een 305. and 
355., between 355. and 405., 405. and above. My method gave^ 
the ratio of the elasticity of demand for clothes to that for food 
for the several groups as follows : — 


Workmen under 20 a'. 

• 

F16 

, From 20s. to 25s. 


1*31 

From 25s. to 30s. 


1-62 

From 30s. to 36s. 

... ... • 

... 1*26 

From 36s. to 40s. 


..r 2-46 
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Apart from the drop in the ratio in the case of f amAies earning 
from 305. to 35^.— and it may be remarked in passing that the 
instances from* which the average in this group are made up are 
only half as numerous as those in the two adjacent groups — these 
figures are continuous and in no wise incompatiye with what we 
should expect from general observation. It is natural that among 
the very poor the demand for clothes should be nearly as inelastic 
as the demand for food, and that, as we proceed to groups of 
greater wealth, its relative elasticity should grow.' My srnall 
experiment, therefore, is not discouraging. I sincerely hope 
that some economist will undertake a thorough exploration of thfs 
field of investigation. Hi^s labour would not, 1 think, be without 
result. 

A. C. PiGOU 


TjEtter from Japan. 

As stated in the last letter,’ Jaj>an did not escape the 
influence of the New York panic in 19U7. The reason was, in the 
first place, that it came to her before she had quite recovered from 
the effects of the great war and from the financial distuibances of 
the extraordinary industrial buoyan {7 wLjch followed the war. 
Her export trade iiad to suffer, because the demand for silk and 
“habutae,” the most im|x>rtant of the Ja 2 )aiiese ex|x>rts, had 
suddenly decreased, not only in the United States, but also in 
Europe, while the falj’ of silver oorres caused the decline of her 
exports to China and other Oriental countries, 

The depression increased towards the end of 1908 and the 
beginning of 1909. However, the revival of the world’s Vade 
and the higher price of silver caused Japan’s ex];x>rt trade to 
increase, both in the Western and the Oiiental countries. In the 
autumn of 1909 general recovery w^as in view\ But there now 
arose a new cause for depression — the fall of the* price of rice, on 
account of the presumed vast increase of the croi>. In no -other 
country does a single kind of agricultural product retain such an 
important position in th-d national economy as rice does in Japan. 
Nor in any 6ther country does the agricultural class form such 
an important part of the community as in Japan. The fall of the 
price of rice causecj a universal decrease of demand for every kind 
, of article ; 'and a general fall of prices was again experienced. 

1 See Economic Jouenal, March, 1910. 
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The cry of depression became louder throughorit the country, but 
in reality the good crop and the fall of price' must, of course, 
ultimately leaJ to general benefit. Lower prices’ will lower ‘the 
cost of prOdjjction, leading thereby to the' increase of export trade 
and to the general welfare of the nation. 

• » 

2. Money Market. 

By the redemption and conversion of national debt ease was 
given to the money market, which htfd been dull* since the 
end of 1907. Especially in Tokio and Osaka, the Lank dejx)sit8 
greatly increased. The Post Office" deposits have also been 
steadily increasing month after montli. Linder these circum- 
stances, money must nr cessarily be very cheaj), ^causing a steady 
fall of the rate of interest. The Bank of Japan rate fell from 
some 7 per cent, in 1908 to 4.15 in 1910 (March to June), and 
the rate allowed on deposits# also underwent a great fall. 

In consequence it became more profitable for the public to 
purchase bonds and shares. Moreover, even the first-rank bankers 
bought large amounts of bonds and shares in order to lessen 
thojr losses from keeping much unused money. The prices of 
bonds and shares, especially of the former, have therefore been 
rising almost incessantly. 

The fuTidamental fact is that the demand for money cannot 
keep pace with the sudden increase of supply. 

BanLers are now in great difficulty to hud out borrowers. 
Still, the low rate of interest will gradually increase the demand 
for money by stimulating a spirit of enterprise. As the proof of 
this, since tb< ■ ' ,n.ding of tnis year the amount of funds for new 
enterprises and for exteiMon shows* a substantial, increase. 
Accefrding t^,the (calculation of the Bank of Japan these figures 
stand: in 1906, 1,001,676,800 yen; in 1^07, 674,777,160 yen; 
'in 1908, 135,232,120 yen; in 1909, 128,257,535 yen; in 1910 
(during the first six^ months), 272,324,400 yen. Of these fresh 
enterprises the^most important are electric, water-power, light 
and car works,, as well as gas works. 

3. The Budget. 

The new financial scheme of Marquis Katsura’» Cabinet, the 
general outline of which was given in my previous Vas ^ 

faithfully carried out in the last fiscal yeaf. In frami^ the 
budget for the present fiscal year (1910-19ll) tl/fe ^ov^rnmeri^ 
1 Soe Economic JournjIl, xx., ,p. 123. 

No. 80.— V6L. XX. 


tJ tf " 



■SHB BOONOUIO JOBBHAL 


[dig., 


strictly upheld the same princfiples. The debt redemptton and 
sound finance are fibs first and most important aims. The sum 
turned into the redemption fund for this fiscal year is 60,800,000 
yen, being an increase’ of 10,000,000 yen over last rfik^l years. 
As to the adjustnient of taxation the Parliament was not of quite 
the same opinion a^s the Oovernment. But at last the Gtovern- 
ment and the Diet came to an agreement by the reduction of the 
land tax by 8 per cent., the reduction of the income tax being left 
to future .consideration. Other taxes have undergone changes, 
while on the ex|)enditure side there Was an increase in the salaries 
of officials. The following table shows the figures of the finS,! 
budget for 1910-1911 , compared with those of the preceding fiscal 
year. 

Revenue. 


Ordinary 

Extraordinary 

1<>0P-3910. 

Yen. 

470,357,136 , ... 

48,576,147 

lOJ 0-1911. 
Yen. 

486,793,876 

47,609,985 

Total ... 

518,929,283 

534,303,861 


Expenditube. 


Ordinary 

Extraordinary 

1909-1910. 

Yen. 

404,700,516 

114,220,595 

1910-1911. 

Yen. 

417,682,876 

116,620,085 

Total ... 

518,921.111 

534,303,861 


Otherwise, the budget for 1910-1911 is devoid of any marked 
deviations from the one preceding, showing thereby that the 
financial ground-worl^ is becori\ing more stable and less fluc- 
tuating. 

4. Conversion of National Loan >Bonds! 

The Katsura Ministry, nohbeing contented with mere redemp- 
tion of the national loan bonds, decided for their conversion into 
bonds bearing low interest. As the^ result of sound finance, and 
especially of the annual redoni[)tioii of the boftds, the market 
prices of various Government bonds have gradually been rising. 
At the beginning of 1910 both the 5 per cent. Consolidated Public 
Loan Bonds and the Imperial Japane»se Government 5 per cent. 
Bonds went u,bove face value. Seizing the golden opportunity, 
the Government decided to issue new 4 per cent, bonds. As the 
first step in this pl^ah. Marquis Katsura consulted leading bankers 
Jn Tokio aiidXDsaka. The banks formed a syndicate in February 
to underwrite and make the issue a success, and the Government 
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announced the first issuer of the 4 per cent. Domestic Bonds of 
100,000,000 yei^ on folFovving conditions . — . * 

■ Lowest, price of issue, 96 ; interest, 4 -per cent. 

Term of ^redemption , 60 years, of which tl^ first ten years. 
, reAiain unredeemable. 

About •twice the amount wanted having bden* subscriber^, the 
Government immediately issued in March the second of the 4 per 
cent, .bonds, pn almost the same conditions as the first, which 
ei.ded with almost the same result a3 the preceding one! 

^ In these two issues the amount subscribed with the old 5 per 
cent, bonds of various kinds in the way of conversion, was about 
.125,000,000 yen. And there remained ^till yen ^376,963,865 of 
the unredeemed 5 per cent, bonds whose term came to maturity. 
Of this the privately exported Japanese domestic bonds were 
calculated to be about 70,000 ,00(> yen. Besides those exported 
to London with ^he exchange guarantee in 1397 and 1902 were 
about 93,000,000 yen. To redeem these bonds * mainly , issues 
wfere made in foreign markets. On the 25th of April 450,000,000 
francs (174,150,000 yen) was issued ii. Paris. 

The terms were as follows : — 

Interest, 4 per cent; issue price, 95 J. 

Term of redemption, 60 years; term of non-redemption, 
10 years. * 

A week after the sterling loan of £11,000,000 was issued in 
Lon’don or. nearly the same conditions, the only difference being 
that the issue x>rice was 95 instead of 95 J. 

On the Gth of May the Government announced that all the 
Government boiids which were exported with exchange guarantee 
should be redeemed on the 1st of July, -and that all the other 
SomesMc 5 per cent, bonds of various kinds, the amounts of 
which are given below, should be redeemed '^betw^een the 30th of 
May and the 3()th of July,, to be converted* at the holders* option 
into the new 4 per cent, bonds. - 

Consolidated .^onds, yen 88,184,950. 

War Loan Bonds, yen 57,824,450. 

Formosan Public Works Loan Bonds, yen 100,140. 

Imperial 6 per cent. Loan Bonds, yen^60,295,550. 

This is known as the third conversion, and in this yjay all “the 
mfittured 5 per cent, national loan bonds were made to disappe^ 
by the end of July, both in foreign and domestic markets. 


u u 2 
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5. Foreign Trade. 



f . - Exports. 

Imports. 

Yoai*. 

Yen. 

Yen.# 

1905 

321,633,610 

488,638,017 

1906 

. 423,754,892 

« 8,784, lOrf 

1907 » 

c.. *432,412,873 

494,467,346 

1908 

378,245,673 

.. 436,257,462 

1909 

413,112,511 

394,198.843 


The excess of exports over imports in 1909 is lfif,913,668 yen, 
and compared with the previous ye/ar the increase of exports is 
34,866,838, while the imports decreased by 42,058,619 yen. In 
1906 and 1907 the trade,. was brisk as the result of the buoyancy, 
after the EiisAo- Japanese War, and then came a reactionary 
depression, causing the fall in our trade for successive years. 

The prospect of this year, 1910, is rather promising. The 
following table shows the figures for foreign trade' in the first 
six months compared with those of the same period of the previous 
year. 


From January to June. 


1909. 1910. Ij croane. 

Yen. Ton. 

Exports • 187,000,295 211,237,330 24,237,036 

Imports 214,517,975 239,948,755 25,430,880 

Excess of Imports 27.517,680 28,711,426 1,193,746 


The prevalence of tlirift caused a diminution in importation 
of luxuries, while l^h(5 incrcasp in imports of raw material, as 
well as of general exports, may be taken as the sigh of a healthier 
condition of productive' activities. 


Pri&es and Wages. 

Prices in Tokio had been gradually rising during these ten 
years. The most striking rise of prices occurred during and after 
the great w^ar. In October of 1907 the index number for general 
prices was at the climax, showing 133.61, as compared with 100 
in October, ]900. Then came the general depression. The prices 
began to fc%Jl all at once, and at the end of 1908 the number stood 
ftfc 117.54. At the end of 1909 it was 116.57 ; but had risen U) 
119.59 by May, k910. 

Cheajvls^bouf in Japan has long been an admitted fact. But 
the rise of general prices and the improvement in the living of 
the labouring class caused a rise of wages, as sho^n below. 
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1900^ 1901 1902 1903 1904 1906 1906 1907 1908 

Yen Yott Yen Yen Yen •Yen p Yen Yen Yen 
Farm Labourer... • ... 0*296 0 320 0*323 0*313 0 330 9*320 0*340 0*360 0*360 

Tailor ... 0*658 0*620 0*698 0*678 0:590 C*540 0*680 0*740 0*770 

Shoemaker * t 0*473 0*605 0*638 0*635 0*560 0*670 0*680 0*580 0*630 

Confoctionej 0*298 0*315 0*340 0*368 0*33(5 0*jif40 0*330 0*360 0*390 

Can)enter 0*636^ 0*593 C 583 0*688 0*590 0*6C0 C 650 0*750 0*810 

Plasterer ... . ... 0*540* 0*690 0*593 0*605 *0*600 0*600 0*650 0*760 0*850 

Tile Koofer •0*585 0*640 0*635 0*650 0*640 0*650 0*730 0*870 0*970 

Printer 0*340 0*380 0*370 0*363 0*360 0*380 0*390 0*440 0*480 

Blaokfmith 0*475 0*438 0*515 0*623 0*550 0*650 0*6'i0 0*650 0*680 

C.'.rtwright 0*466 0*498 0*488 (5*485 O 0*510 0*520 •0*C30 0*680 

* Moreover, when we take into consideration the rea^ efficiency, 
the so-called cheapness of Japanese labour becomes very doubtful, 
if not quite groundless. 

7. Important Bills in the Parliament. 

A. Ownership of Land Imj Foreigners. — Foreigners were free 
to enjoy other righto except the ownership of land. The removal 
of this disability has long been a matter of public discussion. At 
last a law for its removal was promulgated in A})ril, 1910, the 
essential provision being as follows : Foreigners domiciled or 
resident in Japan and foreign juridical persons registered therein 
shall enjoy the right of ownership in land, provided always that 
in che countries to which they belong dlich right is extended to 
Japanese subjects and Japanese juridic^al persons ; and provided 
further, in case of foreign juridical persons, that they shall obtain 
permission of the Minister for Home Affairs in acquiring such 
ownership, with some further reseiwation^ 

B. Factory Law. — As ihe industry of this country is not yet 
. highly concentrated, the evils arising from the factory system 

are nht so severely felt as in other industrial countries. However, 
in cottoji-spinning and weaving factories female and juvenile 
hands arc ^largely employed. Injurious Effects of over-work and 
night-work on th(‘m are naturally keenly felt. For more than a 
score of years t|jc author ha§ been urging the necessity of some 
sort of factory Jcgislation, but to no effect. However, in 1898 a 
draft of a Factory Act was pr(\sented by the Ministry of Agriculture 
and Commerce to the Higher Council of Agriculture, Commerce, 
and Industry then in existence. In 19t52 the Hoyse of Bepre- 
sentatives passed a petition asking for legislation for the factory 
workers. Then the Eusso- Japanese War intogwened, and nothing 
was done except that some provisions w^er« made to^the mining 
labourers in 1905. 

In 1909 t^e House of Eepresentatives ksked the Govei?;nment 
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why the latter did not present the FactKjry Act, and the^'Govern- 
ment submittefi to, that House a Bill, some impgrtant clauses of 
which are given below. 

Art. II. Factpiy , owners are not allowed to employ children 
under twelve years of age. This does not apply to cases w^ere 
the owners continue to employ children over ten years of age at 
tlie time of the coming into force of the present Act, or where 
they employ children over ten years of age with the perm^ission 
of the administrative" authorities concerned. 

Art. HI. si. P'actory owners arc not allowed to employ 
women and minors under sixteen years of age during the niglit 
time. , 

Art. IV. sT.*' Factory owners arc not allowed to employ women 
and persons under sixteen years of age for more than twelve hours 
a day. 

Art. XTII. Factory owners shall, extend such relief as Is pro- 
vided by ImjKirial Ordinance to factory worktirs, or their family 
relatives, when such workers arc injured, fall ill, or die, whil) 
discharging their duties without gross negligence on their part. 

Art XIV. Buies coruHTiiing the engagement, or discharge, 
of factory hands, those relating to the business of supplying them, 
and those relating to apprentice's, are to be fxed by Administra- 
tive Orders. 

In order to be well advised, the ^Ministry of Agriculture and 
Commerce sought beforehand the views oi Ih’efectural Governors, 
of the Chambers of Commerce, and of various industrial associa- 
tions. By far the great majority of tlu'm approved of the draft 
and its underlying principles, feut' wjtien it was pn^sented to the 
Lower House, the spc^oial committee of the House was not in 
favour of that Bill as it stood, one of the «cbief reasons ’being 
that it gave too much room to Administrative Orders. There 
being no sufficient time'io reframe it befpre the end of the session*, 
it was withdrawn on February*. 26th. It is, however, expected 
that the Bill will, after being reVised ancl improved, be again 
brought forward in the next session of the Diet. 

C. The New Tariff Bill . — Since the oix^ning of the country, 
Japan has long been subject to an unfair one-sided tariff system. 
Even at the time of thc^ general alteration of treaties with foreign 
countries in 1894, many anomalies still remained. 

As the result ot much room being left to conventional tariffs 
in these trj,vnAie8,HheMgeneral tariff, which was enacted in 1897 
and came into force in 1899, and which was greatly revised in 
1906,, jvas applicable to very few cases. As the^ term of the 
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treaties* expires in 1911, the Govemmenji, .after a long and 
thoroughgoing, investigation, presented a neyv tariff Bill to ..the 
Diet) which passed it with some slight ‘.ainendments. There is 
a systematfe principle pervading the new .tariff. Much may be 
said for 6r against that principle. But one thing must be made 
perfectly clear. No unlair discrimination is*m!ide, and a charge, 
that it is wilfully directed against goods of British origin is quite 

unfaunded. . 

• • 

• D. The Internationalisation of% Manchurian Railways. — The 
proposition of the U.8. Foreign Office that the Manchurian rail- 
ways should be placed under an international mlinagement, caured 
no little surprise. The only way ope^^ed to us was to make it 
(dear that our sitiiathm in Mancliuria, which was achieved v>^ith 
the greatest sacirifices, must be well taken into consideration, and 
also that as the open door and equal opportunity are our avowed 
policies there is no necessity for fundamentally changing the 
administration jvTnruihurian railways. With* the nc’^ agree- 
ment with Bussia about the preservation of the status quo in these 
localities, the peace of the Far East is now made more secure. 
It is time for other countries to avail themselves of the 
security given for their trade and industry. It is essential that 
somebody keeps guard and acts as police in these regions, for if 
left alone, corruption, pillage, and all* other forms of lawless 
barbarism will be sure to have sway. It is, then, a matter of 
urgency for the sake, not only of international commerce, but 
also of Iiumanity at large, that jx^ace and order are kept in those 
regions by the nearest and most justificd|> 

JiUCHI SOYEDA 
• Correspondent erf the 
Royal Economic Society for Japan. 


The Co-operatwe Congress al Hamburg and the Socialist Congress 

at Copenhagen. 

• 

Three years ago wc sent to the Economic tJouBNAL a report 
of the Congress of the International Co-oiK^rative Alliance, which 
had met in Italy at Cremona. This year it met iy Germany, at 
’that city which is the chief centre of co-operative consumptiesnt in^ 
Germany. And it thereby* paid a just tuibutc to the country 
which has for a decade made so vigorous adj^ance in the ^ 
co-operative movement, that it aspires before long, in this direc- 
tion no les^ than on the sea, to rival Great Britain,.* The 
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co-operation of consumers, hitherto a product hall-marlced by 
England, will ^:)on. be entitled to wear the well-known label 
“made in Germany ’*1 . .For instance, the Hamburg Coroperative 
Wholesale, started ip 1894, and thus only in its Seventeenth 
year, now records sales of the value of £3,700,000, While the 
Manchester Co-cfperative' Wholesale, when equally young (in 
1880), had sold only £2,720,000 worth. Moreover, it is in Ger- 
many that wo find some of the largest co-operative^ societies in 
the worlds Hamburg has only ^42,000 members, but Breslau 
numbers 90,000 which holds the" record. 

^ • 

Nevertheless it was not the present state of Co-operation in 
Germany that formed t^e ccuitre of interest at the Hamburg 
Congress. It was tlu' ])res(‘nce of ii little band of Socialists, who 
had crossed from Co])enhagen, where in the preceding week the 
International Socialist Congress had taken place, and the fact 
that this band liad coitus to sign a treaty of alliance,’' or, at the 
very least, to fotm an entente eordiale between Socialism and 
Co-operation. 

Here is an event which ought not to pass unnoticed in the 
history of the social movement of to-day, hut whit*h, let us be 
sure, it is worth whilt^ to explain, ev(‘n if Die fads T propos<j to 
recall have a more din^ct interest for Freiich and foreign reader"^ 
than for those of England. Wc must seek our clues somewhat 
far back. 

During the greater part of the nineteenth century — till 
towards 1870— Socialism and Co-operation were not only on good 
terms mutually, but were not distinct one from the other. In 
England at the Owonist (q)och, Co-operation and '('ommunism 
were held to mean practically the same thing. In France co- 
operative association (in production rather than in consumption) 
was the ideal of all Specialists of the Fourier scliool. And there 
was never a congress of Jja])our without a n^soliition being passed* 
afdrming their faith that in co-operative association lay deliver- 
ance for the proletariat. 

But when the doctrines of Marxist Socialism had begun to 
permeate the masses, ail this changed, and Co-operatiori was 
thenceforth discredited and oven ostracised. Karl Marx tauglit 
a very different Socialism from that preached by Ow'on and the 
* French Socialists. We may even say, without any paradox, that 
his doctrine was much more din^ctly ‘an outcome of that of Ricardo 
and the clas^c ectf)noij:iists. He had studied very carefully the 
«:5apitalistic system in the country of its highest development, 
namely, in England, and far from scoffing at it as his predecessors 
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had dbne, he was greatly impressed by it. He held it absurd 
to propose to^ supersede that system by any o/fcher, Co-operation 
or what not. And being a thorough-paced deter minist, he believed 
it chimerilfcal to seek for a scheme of social h^organisation with a 
^iew o6 rendering society better and happier. The capitalistic^ 
system itself, by the latent action of its inherent forces, would 
become spontaneously transfc'-mcd. The working classes would 
only require to instal themselves, pcacemlly or by force, in the 
frames constructed by the ciassof now ot fchc head of affairs. 
Where then would be tKe use of c.onstrncting a complete co- 
-operative organisation ? If starb-d, such i<.n organisation in 
developing, could only have the. dcpiur^blc effect of misleading the 
evolution of capitalisn' , and of hindering its attaining that point 
of maturity when it would be fit for Socialists to pluck. It 
would only have the further, rnd also disastrous effect, of diverting 
the workters from the claf.s war, by bestowing on them certain 
immediate ad var. cages and in giving them ?x taste for thrift, 
bonuses, and other bourgeois virtues. Added to which there is 
the Socialist doctrine that wages do not rise above the cost of 
living, and that consequeiitly if consumers’ associations reduce 
thc5 cost of living for the working classes, they will have the effect 
of lowering to the same extent the rate of wages. 

Hence it is that, since Marxist theories have penetrated the 
labour world, (k)-operatioii has been rejected as a superannuated 
and bourgeois institution, and the Socialist programme speaks 
only of class war and ‘‘the socialisation of the means of produc- 
tion.” So far as France is concerned, we can fix the date of this 
inverted f^ttitude precisely. "" It was in 1879, at the Labour 
Congress at Marseilles, x^hen a young jirdont disciple of Marxism, 
JuJes Guosdc, ousted the motion on the programme of the day 
in favour of Co-operation, by carrying* an amendment purely 
collectivist in its contents. * • 

From that day it seemed .evident that, on the Continent at 
least, the divorce', between* vSocialism and Co-operation was abso- 
lute. The success of (To-ope'ration in England produced no 
impression on labour in France and Germany, either because it 
was not heard of or beca-use it was reckoned that the results 
obtained by way of bonuses were inju^*ious rather than otherwise 
to the progress of Socialism. * • 

But if England’s example was not enough to enlighten the 
working classes as to the benefits -of Co-operation, that of another 
country, namely, Belgium, began to open their Syes. It wa^in 
1880 that the co-operative movement .began in Belgium ; and 



650 THE ECONOMIC JOURNAL [OBO., 

from the outset it, w^s intimately associf^ted with the Socialist 
movement. Wesmaj even say that in Belgium, the Socialist 
party was the work of corgperators. It was the latter who banded 
wage-earners together found the Vooruit at Ghent, or the Maison 
du Peuple at Brussels, and bound them inextricably to them- 
selves both by the many * material advantages secured and by 
severe regulations. It was only in Belgium that the leaders of 
the co-operatives, first Cesar de Paepe, then Anseele,^ Bertra,ad, 
Vandervelde, although they ,did not consider Co-operation as 
sufficient of itself, nevertheless saw in it an instrument in the 
service of Socialism. Co-operation was to prepare the way for 
future socialisation by edycating the people, by putting them 
through their apprenticeship in economic government, and by 
supplying them with provisions for war. 

Those new aspects of Co-operation made a lively impression on 
French Socialists. They began to acknowledge that 'Socialism 
might find in Co-ofx'ration as much support as in trade unionis»n. 
and that it would walk (piicker and firmer on both of these legs 
than on one of them only. And th(‘n ('o-operatives began to be 
founded, formed after the Belgian model and with the same plan 
of action. It was naturally in the d(‘parfni(‘nt of the Nf>rd that 
they preponderated, that district being on the Belgian frontier 
and containing the majority of the industrijd }X)pulation of France. 

Those Socialistic co-operatives of ihe Belgian type, however, 
were very anxious to distinguish themselves from co-o]>eraiive non- 
Socialists of the English system. To compass this end they 
made it a rule to suppress, or at least to reduce to a minimum, 
the distribution of bonuses among inembers. The funds thus 
saved wwe to be reserved for measures o‘f solidarity and of Socialist 
propaganda, or even for running Socialist papers arfd Sociarlist 
candidates for municipal and political elections. They lent thus 
at once a Socialistic and ptjlitical flavour to their eo-opcTatives. 

This fashion of rather contemptuously utilising Co-f>p6*ration 
as the milch-cow of the Socialist pai^cy did not c;ommend itself 
to the taste of co-operators in other countries, including Germany, 
Switzerland, Russia, and even the majority of French co- 
operators, who had remained faithful to the Rochdale tradition. 
These all declared that Co-operation ought to be suffered to pursue 
its work of social transformation in its own indc'fxmdont way, and 
by its own resources ; should not be carried on in subordination 
to the Rociali^. party, because the inevitable result of this would 

the secession of a great number of its adherents and a con- 
sequent ^diminution of fts resources. 
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Now this principl]^ of neutraJity, whic}^ inscribed in the 
statutes of the International Co-opeiative .Alliance at its incep- 
tion,* has just been confirmed afresh ^by the revision of the 
statutes dt Hamburg. ^ ‘ , 

, But^ the most importaut thing is •that this question oL 
neutrality has been a'lso raised at the lasrf} riiree Socialist Con- 
gresses : The National French Congress at Paris, the National 
German Congress at Magdeburg, and the International Congress 
at Copenhagen.* Long and excite^ diseu'Ssions took place hetwecn 
the partisans of Co-opera*tion as cairied on by the Marxists and 
the Belgians, and the partisans of neutral itnd independent Co- 
operation. But the majority went \|fith the latter, and declared 
with no uncertain voice, both at Paris and at Magdeburg, that 
they repudiated all bonds of dopoTidence , and all compulsory con- 
tribution exacted from co-operatives for the benefit of the Socialist 
party. They maintained^ that it was the duty of the latter “to 
encourage the free development of Co-operation.” The Copen-_ 
hageii Congress, anxious to satisfy both parties and so gain a 
unanimous vote, expressed its resolution in less definite terms. 
It declares that “ Co-operation of itself was powerless to obtain the 
ends pursued by Socialism. ... It j)ut ^.vorkers on their guard 
against those who affirm that Co-operation was sufficient by itself.” 
Nevertheless, it declared that the three great Labour movements 
— Trade Unionism, Co-operation, Socialism — ''while they ought 
’to pre serve their aiitonomy, should join together in relations of 
evcr-increasing intimacy . ” 

And the Congress of the Co-operative Alliance, at Hamburg, 
took note of this maivfcsto* of sympathy and res}X)nded with 
reciprocal good wishes.*- , 

• • • 

This exchange of con gra dilations bel^vveen the two Congresses 
marks a now era in the relatk)ns between Socialism and Co- 
operation, and inaugurates a fourth pliase. The first was one of 
identity between the two. movements. The second was one of 
hostility, or St least of iAdiffcrence. The third was that of the 
subjection of Co-operation to So(ua]ism. The fourth will bo that 
of an alliance between these two great forces, conditioned by a 
full independence for each. 

Chaelbs Gidb 

mm % 

^ (Art. 2). The Alliance oconpies itsoH neither w^th politics, nor with religion. 
Co-operation is a neutral territory, on which persons |)rofessing every variety of 
creed and opinion, may meet and take measures in common. • 
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Juvenile Labour in Germany and How it is Being Dealt With, 
Being a Eeport ‘bj Miss F. Hebmia Durham* (Inspector of. 
Women’s .Technical '‘Classes in London) to the ^Education 
. Committee oD the London County Council. (No. 1614. 
1910. Pp. 14. Price 3d.) 

The chief complaint which has to be made wuth this very 
able little report is on the s(^ore of its brevity. ^No doubt there 
w^ere very good reasons' for this ; but what we have before u'a 
makes it regrettable that it w^as not possible to deal with a larger, 
number of towms, or to treat more fully the four that are the 
subject-matter of the present paper. These four have been well 
selected, and each has a character that is peculiarly its own. 
Berlin, as the capital, corresponds in many w'ays to London, 
though Miss Durham show^s that points of difference are 
numerous. Cologne “stands on the threshold of the old and the 
new systems. Ijargc ironwwks and factoric^s have grown uj> in 
its suburbs, while in the old towui the small hand trades, and 
little masters with apprentice labour, still manage to hold their 
own.” In this country a similar contrast betwe^en the large 
factory and the small workshop can b(‘ found in Birmingham 
and Sheffield, though the former system haspiobahl^ established 
a greater supremacy in our own towns f>1)*apburg, again, as the 
capital and centre of an agricultural district rather than a manu- 
facturing town, resembles the tw^o East Anglian capitals of 
Norwich and Ipswich. Munich’s position is, how’ever, unique. 
A city of 601,000 inhabitants, it still remains faithful to the old 
system, the proportion of little master^ being prol)ably iinequalled 
anywhere else. « 

Miss Durham points out that the evils of unskilled 'boy labour 
are not so great as in England.^ Htrcct-irading and child labour 
are unknown— even in Berlin. Errand, boys, though on the 
increase, are not, in proportion, so numerous as in London, and 
the van-boy is unusual ; for a second ot\ a van is nopnally a man, 
as with brewers’ drays in this country. “The tplegraph and 
messenger services are performed by men (usually ex-soldiers). 
On the other hand, there is a growing demand for unskilled boy 
labour, but the dang(5r of this is lessened by the absence, or 
obmpurative rarity, of th(‘ most injurious forms of it. The dis- 
tinction betw^een “skdled” and “imskilled” in Oc'.rmany is 
different from js/hat ii is ui England, “dep<jnding more on quality 
thfin on artificially-defined grade.” 

The better conditioni/ that exist in Berlin are attributed by 
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Miss •Durham to four^ things its newness;* its local traditions; 
the compulsory association of masters, and/ consequently the 
better organisation of industry ; and definite remedial measures. 
She omite, however, the even more important influence of 
demand. The returns for rnskilled boys, show little more than 
a sufficiency as it is, even with the removal of the various, 
employments mentioned in the preceding paragraph. More- 
over, the Continuation School statistics for B. iiiri show only some ' 
10,000 unskilled out of 30,000, though • the inclusion as appren- 
tices of all boys working *in schettuied trades, whither skilled or 
unskilled, exaggerates the propoiiion of them, since unskilled 
boys working in skilled trades would be countud as sucJti. How- 
ever, an incomplete Hst of the apprentices the rolls of the 
Berlin Handwerkerskammer for 1909 numbered over 31,000, and, 
even so, thirteen guilds were excluded. At ary rate, there does 
not seem to he in Berlin that terrible shortage of openings for 
skilled boy labour that meets the investigator in London. So 
far as girls arc concerned, they appear to have obtained a far 
smaller proportion of skilled processes than in England; but 
those girls who enter them have apparently little difficulty in 
finding places. 

One may now deal shortly with the measures for the organisa- 
tion of adolescent labour as they exist in Germany, beginning with 
apprenticeship. This is still comparatively common, even in 
•Berlin, though the same forces which are telling against it in 
England are at work. It is interesting to notice the struggle 
of 6dme of the larger employers in Cologne to escape the appren- 
ticeship ♦regulations of the Handwerkel’skammer (Handworkers’ 
Associations), and the •admission of ^ the right of factories to an 
organisation of, juvenile labour to suit their general methods. 
The period of apprenticeship is usually three or four years, and 
is continued, one imagines, in^ turner period of Wanderjahre, 
though this is not mentioned by Miss Durham. In the writer’s 
view short apprenticeship, followed by work as an improver, is 
most suited^to modern Conditions, where these still allow some 
sdrt of apprenticeship, and this method appears to be expanding 
in England. The period of apiurenticeship for girls is very short, 
and that suggested by Miss Durham hardly consistent with 
fairness to the employer. What, however, is taost valuable^ in 
the German system is the arrangement for ensuring the capacity 
of a master to teach an apprentice, fn^ Cologne at any rate, 
masters are required to prove their fitness to tSach before Jthey 
can take one. Moreover, the Educatipn Authorities extend their 
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supervisory activities ^*to ensure that the masters not only^carry 
out their obligations to the boys in their workshops, but see to 
their attendance at continuation schools.” In England a start has 
been made in this direction by After-Care Committees and 
Skilled Employment Associations ; but such tests and supervision 
might be carried still ^further, and might help to eliminate . not 
only the exploiter who will not, but the more" common case of 
' the incompetent employer who cannot, teach his apprentices. ^ 

To turn now to the subject of After-Care generally. * In those, 
towns where tlie age of leaving is fourteen, the last year is 
devoted to manual training, though Miss Durham unfortunately 
does not say whether whole or only part time is devoted to this. 
The work of placing children, especially in the case of appren- 
tices, is largely done by the teachers at these classes. They 
are usually skilled master- workmen, and therefore in the handi- 
crafts in especially close touch with their trades and the Hand- 
werkerskammer. This further helps^ to connect the “upper 
classes of the school and the continuation schools,” but the 
exchange authorities fear confusion and overlapping, and rightly 
demand a more definite organisation. The difficulty appears to 
be less under German conditions than it would be here, and it 
might be met by compelling masters to report all the boys they 
placed to the exchange as> well as all the vacancies and boys 
they failed to fill and place. After-Care as in England is coming 
to be more and more insisted upon. 

It only remains to consider the question of continuation 
schools. The compulsory system would appear to justify itself, 
though it might be better If boys in unsj^illed jobs were crmpelled 
to attend up to eighteen years of age, as4heir fellows in skilled 
trades are. On the other Land, the almost purely theoretic^,! 
character of the Berlin 'dJ\d Prussian schools has to be set against 
the more practical instruction in the far less numerous Technical 
Institutes in English cities. Drawing is the only practical work 
done in Prussia, but at Munich trade-training is given. The 
value of a hand -work trade, even to an Unskilled worker, is fully 
recognised as developing his capacity and his adaptability; but 
the education authorities of Berlin insist upon the need of 
increased attention for unskilled adolescents. 

In many ways German conditions differ too much from our 
own ^0 allow their system to be applied in this country. Even 
where this is so, however, their methods are most illuminating. 
Herg, in the atTsence oPany institutions such as the Hand- 
Werkerskammer, the organisation of boy labour will have to 
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centra molte round the Labour Exchange, and will depend on its 
co-operation with the* education. authoriti<fe ajid especially the 
-After-Care Cbrnmittees. Possibly also existing machinery for 
dealing With the openings for skilled employment will have to 
be made general as part of the organisation of the Exchange, 

Whilst tlie instructors of the Technical Schools can do much to 

• # 

carry out that supervision of masters and .apprentices which in 
Germany is the work of the Gilds. In many -vays Germany has 
to face thfe same problems of juvenile labour as we have. In 
some ways she has dealt with then! more adequately and, on the 
whole, her difficulties are less than ours, y^'he demand appears 
from Miss Durham’s report to be fuller and mere adequate. At 
least, there is little or none of thaf alarming insufficiency of 
openings for skilled employment which is so marked in London, 
and is in too many of oai large cities a serious evil. Miss 
Durham ia to be congratulated on covering so much ground in so 
short a space, and on the Clearness with which. she has treated a 
somewhat intricate subject. 

N. B. Dearle 


London Stati^ics, 1909-10. Statistics of the Administrative 
County of London, and of the public services carried on 
therein; together with certain statistics of the adjacent 
districts. Vol. xx. (Compiled by the Statistical Officer of 
the London County Council.) (P. S. King and Son. 8vo. 
Pp. XV 4 - 592. Price^ 5^.) 

There <ire eighteen “Londons” of one kind and another 
(Administrative County, Water Ijondon, •Parliamentary London, 
Greater London, In the Administrative County there are, 

besides jlolice and justices, 144 local governing bodies, with an 
aggregate membership of over 4,300 persons ; while in Outer 
London, excluding justice^ and minor bodies, there are some 194 
more authorities, with over 3,000 members between them. The 
concentration in one volume of the statistics of these “Londons,” 
and of the multitudinous activities of the numerous authorities 
.exercising powers therein, must be a heavy task. Yet ijb ii^ 
undertaken each^year by the Statistical Officer of the London 
County Council, who culls his materials parti j from the data and 
records collected by his own Council and partly from the public®.- • 
tions of Government departments and the various local bodies. 
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The result for 1909-10 is a large^volume of 546 pages of statistics 
and explanatory ^ext* and 42 pages of indices. But even so, one 
cannot complain of any superfluity of detail, but sometimes rather 
the reverse. ' ^ ‘ 

The statistics are /arranged in eleven sections and Jorty-five 
sub-sections, covering the -“machinery of «public administra^onV’ 
census statistics, vital statistics, labour, pauperism, unemploy- 
ment, public health, education, transport and communications, 
water, gas^ and electricity, rates, old age pensions,* and m"any 
other matters. Interspersed* throughout the volume are three 
maps and twelve diagrams. 

In a brief review of a book of this character one can refer only 
to two or three <^f the more interesting features. Such are the 
table on pages 12 to 15, giving a useful synopsis of the chief 
administrative or executive powers and duties of the principal local 
authorities in Greater London, and the section on VitahStatistics. 
In this section are tables showing raids of infantile mortality and 
the incidence of certain diseases in each London Borough, Urban 
Districts around London, and in large provincial towns and 
foreign cities. In the Administrative County as a whole, the rati'i 
of infantile mortality during the quinquennium 1903-7 averaged 
130 per 1,000 births. In the separate Boroughs the rate ranged 
from 87 in Ham 2 )stead, .102 in Lewisham, 109 in Stoke New- 
ington, and 110 in Westminster, to l^i in Poplar, 147 in Bethnal 
Green and Finsbury, 148 in Southwark, 150 in Bermondsey, and 
167 in Shoreditch — or about twice as great in the last area as in 
the first. Generally speaking, but with important excerptions, the 
boroughs with high iilfantile inoytality have a high, .density of 
population. Further, many of the b(TOugl]s with the high rates 
contribute at a greater rate to the population, or haye a greater 
excess of the birth-rate over the death-rate, than the boroughs 
more favourable to infantile life. • 

Another interesting table is that {^bowing the estimated 
changes in population of the various Boroughs in recent years. 
The figures take us no farther back than the last^>:ensus of 1901, 
while one set of estimates, based on the number of rated houses 
in each borough on the 6th April, covers only the six years 1904 
to 1909. Taking these* latter estimates in preference to those 
^bagfid on the rate of change of population observed in the^ 
decennium 1891 to 1901, we find that the resident population of 
the City of Londop has fallen by 16 per cent.’ in the six years. 

• The population of the surrounding belt (comprising Bermondsey, 
Bethnal Green, Finsfiury, Holborn, Paddington, Poplar, St. 
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Maryl^one* St. Pancras, Shora^Jitch, Southw.ark, Stepney, and 
Westminster). has likewise fallen to the extent of about I*? per 
cent. In actual numbers this central core of Ijondon (including 
the City)* has lost from 30,000 to 4 0,000* 'persons in the six years, 
or about 1*9 pc^r cent, of the total popukiion. The next belt 
(comprising Battersea,^ Camberwell, Chelsea, ^Deptford, Green- 
wich, Hackney, Isjington, Kensington, and Tjarnheth) has gained 
in numbers by about 1*5 per cent., or 25,000 0; 30,000 persons, 
and*the outjcrmo^it belt of the Administrative ^’onnty (eorn prising 
Fulham, Hammersmith, Hampstead, L^^wisham , Stoke Newing- 
ton, and Woolwich) has gained by »bout 10*5,, per cent., or some 
100, 000 persons. If, however, u.ecuTO be taka^i of tlic natural 
increase of population (excess of birtlll} over (1<;idhs), the loss of 
population in the central area will hv aecentiiatcal : th(' gain in the 
second belt will be converted info a loss ; and only in the Iasi, 
belt will tl^e growth of [)op5ilation be found to (exceed the natural 
increase. There is thus apparent a strong centrifugal movement 
from the centre, deert^asing in intensity, howevi^r, as it proceeds 
outwards. It should be noted that these 'conclusions are based 
on a very few years’ experience and on estimates, and not 
enumerations, of the population. 

Considerations of space preclude refc'rence to other equally 
interesting tables, such as those summarising the proceedings of 
the London Distress Committees (p. 8<S et seq.), and those 
dealing with the employment of children (p. 193 ct seq.). The 
book is, of course^, not without its faults. For example, a table 
given. ill a footnotes on ))ago 40 is without headings, for which 
one’s eye |ias to travel to the^top of the? page over intervening 
lelterpress and another table- - an inconv(‘-nience not justified by 
the small saying of space effected in the'" footnote. Generally, the 
short notes prefixed to the tables explanatory of the statistics 
are admirable and as full as caa be expected. Occasionally, 

* however, ^he exjilanations or definitions 5rc inadequate or lacking. 
For example, the table on pages 78-9, sliowing the numbers of 
persons relievei? in (aach poor law^ union in 1906-7, and other 
particulars, requires more explanation than is given to it. 
Especially does the heading, “Number of times relief was 
granted,” need definition. Does it mean, the number of times any 
given pauper actually received relief, or the numbej- of times the 
guardians made s^arate orders for his relief? Again, the seefton 
on workmen’s compensation (p. 192) is sitigularly bare of any 
explanatory or descriptive text whatever. One may ask, too, 
why on four different pages (8, 10, 518, and 543) the assessabfe 
No. 80. — ^VOL. XX. * 
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value of the City of London is given as four different* tooiints on 
the same date? * ^ • 

These, howeVer' are comparatively small fauRs and detract 
little from what is a very useful and valuable compejpdium of 
statistics of the world’s greatest city. 

‘ . A. D.' Webs* 


Some Recent Official Papers. 

» ‘ 

Report of un Eiiquiry hy the^ Board of Trade into Working-class* 
Rents, Housing, and Retail Prices, together with the RatCjS^ 
of Wages in the Prineipal Industrial Towns of Belgium, 
(Cd. 5,065.)^ I 

A SEQUEL io tht‘ reports which have been given for Germany 
and for France. 

Report on Changes in Rates of Wages and Hours of Labour hi 
the United kingd>oin in 1909. (Cd. 5,3*24.) 

The decline in rates, which commenct‘d (nirly in 1908, coi\- 
tinned through tlie greater part of 1909. For the period, 1896-1909, 
the net effect of changes in rales of wages on an ordinary week’s 
|)ay of the \vorkfK‘ople atfected was an jnerease of ,i339,(H)0. 


Census of Production (1909). Preliminary Tables, Part IV. 
(Cd. 5,397.) 

The industries dealt with in this fifth instalment had a gross 
output of £‘257,215,000, and, dt'ducting cost, a net output of 
£84,325,000. ^ 

Report on Collective Agreemients between Employer^ aftd Work- 
people in the United Kingdom. (C'd, 5,3GG.) 

The report deals wrth nearly 1,700 agreements, affecting. 
2,400,000 w'ork}Xiople ; with provisions relating not merely to rate 
of remuneration and hours of work, but Inatters such as the 
number of people to be employed ‘'on .sjiecifieS tasks, or the 
conditions of youtliful labour. 

The latest statistics of profit-sharing published by the Labour 
«* G$izette show*^ that at the end of June, 1910, the number of firms 
sharing profits was sixty-nine, the ^number oft persons employed 
about 80,000^ Tke ratio of bonus to wages was, in 1909, 6*2 
percent, of the wages paid, compared with 4*8 per cent, in 1908. 
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• Bulletin of the Bureau Labour (Washington). 

♦ • 

The numbej for Mabch, 1910, contiiiuoR the i/idex number Jor 
Wholesale Prices, which in 1909, an me/ksured by the prices of 
257 commoSities, were "3 per cent, higher than in 1908, yet 
2‘(i per C4cmt. lower than 1907. • 

The May number coiftains an investigatiori o^ the cost of living 
in Germany in 1907*“-8, and of the trend of wages, 1898 to 1907. 

The Tenth Financial and Economic Antnuai of Japan, 1910 
(Tokyo). 

Among many admirably preRcnt^nl sain of statiRtica may be 
' noticed an index mirnb(‘r of wages baskjd on tlK‘ rates in foity- 
seven indust I' exjuessed as percentages of the corresponaing 
rates in 1900. [The median td* the forty-s«wcr; percentages proves 
to be 143. 1 There is also an ind(^x miml)er of price:: of com- 
modities eompaied with 19i'»i). [The. median of the fifty-one 
prico-percentagCM proves to be 115.] 

City Notes. 

llic Money Marhei,— Anixminal demands for gold have been 
on a very large scale during the past q^iartcr, Egypt being the 
most imf)ortunate taker. With a big cotton crop fetching a high 
priC(% Egypt both I’cqiiired more cunency than usual to move it 
a.nd was able to draw moi'e freely on buyers of the commodity. 
Early estimates of the amount that would have to go to Alexandria 
rangtHl ii]) t<l C? ,000,000, and wdx^ considered formidable enough ; 
but tlie amount actually t*.kcii was ovcf nine millions, Conse- 
‘quently tlic *l3auk Bate went up to 4 per cent, at the end of 
September, and was 5 per cent. l)efore OeWber was out. Market 
rates of discount followed the official rat^ with some reluctance, 
and the Kank was obliged to borrow very largely in order to 
produce the necessary "stringeiicy in the short loan market, and so 
screw up outside rates of discount ; by these means it was able to 
turn the C>ontinental exchanges in London’s favour, and by 
paying a small premium for bar gold in the bullion market, it 
succeeded in replenishing its store, more or less, by purchases of 
burs arriving week by week from the mines of Jdbannesburg. 
It was also assisted <|»y the retufn from Brazil qf nearly £2,000,000, 
which came at an opportune moment, apparently ^wing to the 
confusion and uncertainty that had arisen with regard to Brazil’s* 
currency arrangements. Having got £20,000,000 in the Gaisse de 
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Conversion, the Government hall, or was said to have, an Srabition 
to raise the rate^ at. which it would henceforward J[»ake sovereigns 
into the Caisse to ISd^per milreis, and is believed to have drawn 
heavily on its Lrohdon balances ip order to raise tke exchange 
value of the milreis above that level, which it succeeded in doipg. 
But being unable? tq cover its drawings with produce bills," it had 
to send sovereigns, some of which came out of the Caisse, to 
replenish its balances. Such is the account given by City gossip 
of an unusual and remarkable episode. The* gold arrived very 
aptly, but as it now seems likely that, official ambitions will have 
to give way to commercial considerations, and that ICd. is likely 
to be the rate fixed on by the new Government at which it will a 
reopen the Caisse to the receipt of sovereigns, there is some appre- 
hension that all the metal w’hich came over wall go back to Brazil 
and more besides, since tJie state of the coffee and rubber markets 
will give the Republic the power to draw' heavily on Efurope. The 
monetary outlook is thus still somewhat uncertain, and ti*oagh 
the Directors of the Bank have been able to relieve the rnaiket by 
reducing tho. official rate to iu*r cent, on Decembi^r 1st, then 
is little^ margin for unseen contingencies. 


Cotton Bills of Ladiug.— Controversy between Europe and 
America on the subject of bills of lading in the cotton trade is still 
unsettled. The questi(m arose out of exkuisive frauds in the United 
States last year, wlu'n an exporting firm made bogus sales of cotton 
to English and Continental consumers, drew bills of exchange on 
the buyers or the banks and accepting houses namtd by them, 
attached . forged bills of lading to them, and sold the bills of 
exchange to American banks and exchange dealers.' The bills of 
exchange duly earner ferw ard for acceptance and w'ere discounted in 
England and Europe, but the cotton was not forthcoming. Th<? 
consequent loss fell on the buyers, or, when they could not meet 
it, on the banks that had accepted <bills on their behalf. Certain 
of the Elnglish and liuropean banks stated, as the cotton importing 
season approached, that they would not in future accept bills of 
exchange drawn in the United States against cotton unless the 
validity of the bill of lading were guaranteed by the American house 
tfcat bought \,he bills of exchange from the exjx)rter. They con- 
tended that the American banks bught to b^ in the position to 
decide easily whether* the bills of lading— which purport to show 
Hhat stuff is actually being despatched— are valid and in order, and 
that it is their business* to do so. The American banks took the view 
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that thfe responsibility did not liA with tben;^, and further stated 
that the natioi\al banks, at least, had no legal rig^t to give such a 
guarantee. A proposal put forward for*. the establishment of a 
guaranteeing company for this purpose, and •the payment of 
premiums to it, was n('t heartily received by English importers, 
who suspected that the* cost of the premiums Vonld have to be 
borne by thorn ; ;*.iid a final decision has been postponed until 
Dece*mber ^Ist. Perhaps the real solution of the question lies 
in*the exercise of \nore care, on the part of English and Contin- 
ental buyers, concernirig the standing and probity ot the parties 
from whom they get cotton. 


What is a Bank ? — The failure of the Charing Cross Bank, a 
moneylcnding institution winch olTcrcd rat‘‘>s to dej)ositors which 
could not he paid exce])t by enij>lo3dng the funds of the concern 
in highly speculative risks, •has led to a demand on the part of 
many bankers tnat the law should define i bank, and restrict the 
use of the title to cornpanics and firms which do what is called 
a legitimate banking business. But it would require a good deal 
of ingenuity to draw a line. What is a bank? FlviTy bank is a 
moneylending institution. A concern which offers 10 per cent, to 
depositors is suspected by everyone who knows anything about 
the practical facts of business. But between that and per cent, 
below Bank Bate— the usual rate given by th(‘- great banks— 
there are many gradations. 8ome correspondents of newspapers 
who h*HVe aired their views have suggested that the publication 
of a balance sheet is part of the defuiitiofi of a real bank. But 
at least one highly resper^ted private bank does not produce a 
* balance sheej; for public inspection. And what is a balance sheet? 
Several of the country banks publish a document which does not 
give a separate statement of the ‘cash jn hand. The problem 
bristles with interesting* queries, and Mr. Huth Jackson, in his 
presidential address iio the ^Bankers' Institute, deprecated any 
attempt to turif Parliamenf loose on it. 


Politics, Labour, and Stock Markets ^. — Stock markets have 
suffered from a succession of unusually severe doses of politics. 
The American elections were hailed with delight by Wall Str^t,* 
as a knockdown blow for Rooseveltism and 4he policy of hostility 
to organised capital ; but second thoughts yemiAdecloix^rators that 
the Democratic victories had been rather too sweeping, and thSt 
the hoped-for^ period of deadlock, in whicH neither party wuld do 
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anything, was aOcojdingly le8d^ likely to make its appearance. 
Tariff Eevision skeins to be now as assured as anything American 
and political can be, and a spell of waiting and quiet trade 
is the natural cOfisoquonce. But natural conscqueilces do not 
always follow. In the meantime there has been an, improve- 
ment in the Amci^ean trade balance, but Am erica’s. greed for more 
capital is still enormous and unsatisfied. At' home we have had 
the breakdown of the Conference and a General Election— still , 
as I write', only a prospect, but a pros];>ect whicdi is an effective 
damper on business. The ^iock Exchange, Tory almost to a 
man, hopes that the lime of year chosen for the election will be 
bad for the Eadicals, d>ut eveu-ybody groans at the inter- 
ruption to business, and the diversion of the public mind 
from the attractions of the stock markets. Trade, howevei*, 
remains wonderfully good, in s]>ite ol* many adverse cireuni- 
vstances, suc-h as labour disputes,^ tlu? duraticai and bil-fer- 
ness of whicli have given alarm to t\iv siock-holding 

classes. Consols have continued on tludr downward oours(* 
and have been Ix'low 79. The Ban]c(‘rs’ Maga/dne o!' 

November contained an inten\4ing and ingenious artich* by ]\1r. 
A. H. Gihsoii, showing that the Jiorinal jnata' of Cons(ds is 77] : 
he arrived at Ibis infcTouce from the fact tiiat the a^’erage yield 
of Consols for forty years before 1875 was -Lv. Gd. cent., 
w’hence he jumped to the eonelnsion that tins ought to be tlu‘ 
normal yield, and that 77J, which retunKal this yhdd on a per 
cent, stock, is the right average pric(‘. ’Iliis is rather a dangerous 
leap, and one can only admire th(^ audacity of an economist who 
can maintain that there is' a norinH prie(' of anything; but the 
article was ibouglitful and snggestivo! Jn spite* of polities and 
labour troubles, Homo Eails have at last rc'.spfHuh'd to good trade, 
traffics, and dividend pi’ospect.s, tin estimated dividimds they now 
yield 5 |)er cent, and iijlwards. It seems to nui that they ought* 
to do all that for their holders, in -view of all the unet‘rtainties to 
wdiich the transport indiisti'y is liable. J\evoli\< ions have been 
plentiful : in JVirtugal successful, in Mexico afipanadly suppressc^d, 
in Uruguay ditto, in Brazil only a seamen's mutiny. These 
affairs had wonderfully little effect on the stock markets, chiefly 
because they^fortunatc*)y had very little sail spread. 

^ Hartley Withers 
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, CoRBENt Topics. 

The King, following the example. of his iugnst father | has 
neen grasiously pleased to become the patron of the Eoyal 
Economic Society. 

t • 

• • 

The Society ia* now entering on the twentv-first year of its 
existence ; dating not from its incorporn tion as a Eoyal Society 
eight years ago, “but from the foundation* of tne British Economic 
Association. 


Among the topics which Lj-vo been curreni; during the la-st 
quarter, strikes have unfortunatc'ly beSn promI#ionfc. An interest- 
ing communication respecting the recent French railway strike has 
been sent to us by the Paris corrcs|>ondent of the i\oyal Economic 
Society, •Professor Gido. 'rh(^ strike, ho observes, stirred up 
less emotion in }‘’rance itself than abroad. .There was no fall 
on the stock exchange - that faithfol interpreter of public 
opinion. 'Plie reason is that no one beiuVf'.d the strike would 
last. Also everyone believed, paradoxical as the opinion may 
seem, that thi^ strike had a worse chance of success with a seini- 
Socialist Government than it would have had with a Conservative 
one. And so it proved. The Prime Minister who in past years 
had commended a general strike, found himself compelled to 
blot out his peeks de jeunessc by having unhesitating recourse 
to means of pressure. 


Yet it was no easy matter for the Government to act so 
as to be within the la^, there being nothing in the laws of 
France forlbidding railway, cr other strikes, in the public services. 
There was, it is true, a Bill tq that effect passed fifteen years 
ago by. the Senate. .But the Chamber, fearful of displeasing 
members of the railway service, representing no less than three to 
four hundred ^thousand el^Hors, postponed the debate on the Bill. 
It went further : it passed a resolution formally recognising, not, 
it is true, the right of the railway services to strike, but their 
right to form trade unions. From that time the Govern- 
ment, thanks to this weakness, of which it has had 
cause to repent, has not dared to force thoir hand, ffhns 
disarmed, it Has i)ecn compelk'd to .hunt in its arc ives 
for old laws, and has found a law. dating irom the start 
of railways, from 1845. This law punishes severely all injury to 
railway lip^s, and declares further thaft strikes were., not pro- 
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fessionai, put insurrectional!” (This provision agaxi^ou revolu- 
tionary designs a^fforded a loophole fn the recent emergency, 
Eecourse was also had* to. measures used by Italy and Hungary in 
similar situations. *rThat is to say, all railway servants who still 
, were liable as reservists to military service were summoned tp 
serve. Thus the/ v^ere compelled to perform as. soldiers the 
duties they had refused to do as employees. 


The leglility of th(\se s('ve^:e measures, according to our corre- 
spondent, is open to dispute, but public opinion willingly sane-* 
tioned them in virtue of the principle, mlus populi suprema lex; 
and the more willingly because t>f their success. Had the}^ 
failed, public ojiinion might have shown itself less tolerant. Now 
that the danger has }>assied, the (Tovernment will no doubt have 
to undergo sharp attacks from the Socialist and Radical-Socialist 
parties. It will (joubtlcss lose no tiirie in passing into law the 
Bill which penalises strikes in the public services. 


It may be asked wliat part was played by th(^ Genera) Con- 
federation of Labour (the famoii.s C.G.T.) in the recent strike? 
Professor Gide thinks that it took no part at all. and oven w^ent 
out of its way to do so, ’fore.sec'ing failure. Th(' action of the 
C.G.T. cannot well be very ('fticac.ious in the affairs of railway 
servants, wlio are scattered over every ]>iui of the country, anS 
of whom not more than onc^-fifth are unionists. It is even 
possible that the t'ffect of this defeated strike may prove a con- 
siderable blow to the trade-union rr|oveinont. We khow' that 
in France, under the Jiamc Sytidicaliwu’ (trade unionism), a 
certain body is included who have made it iheir f)rogrammc 
to repre.s.s all S(jcial nudioralion oilun’ than uliat the working 
classes win by thom8olw?s. ilence thej repudiate not only 
all reforms of a phi]anthro()ic character ]>r()ce(nling from the 
propertied classes, but also all reforms obtained (lipnigh Govern- 
ment and legislation by way of [)olitieal action. In this respect 
they arc distinguishable from Socialism properly so called, the aim 
of which is the con(piest of [)olitical pow er. To take an example : 
Syndicalism ridicules asking for a law to limit the working-day to 
qighi hours. It says the workers have only to stop working after 
the eighth hour. The^e is no need of legislatioA for that. It is 
what is called direct^actiqn. Arid the strike is the mode of action 
beat adapted to the Syndicalist programme — to strike again and 
again tiU the time is ripe for the “general strike,” the supreme 
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-goal. *We see clearly that Syndicalism is ^ pretty near relative 
of the old Anarchism. Eat’ there is this essentia^ difference : Syn- 
dicalism .is strictly “professional," and aims at proximate results ; 
Anarchism* is more ideological, and is not liniited to the interests 
of the vage-earning class. 

- -• ii — ! 

• 

Turning to labour movements in this eoim'ry, wc find that 
the ' unrest -of w];)ich some signs were noticed in our September 
issue has become a grave, reality.^ It has been widely spread, 
gbud a movement, even though it he hiit^ sjxuwiic, that is 
being experienced by various nation^ may he atti'ibutable in part 
to common causes such as the npw'ard movemj^nt oi retail prices 
and the increased cost of living ; the higher standard of demand ; 
the new outlook of a new generation ; ignorance : education. All 
these are among the causes that appear to explain the present 
unrest, and, in ‘idcntally , lys regards trade union organisation in 
this country, to bo leading to frequent illustrations, if not of 
the weakness of its present leadership, of jnjjiatient dissent from 
present guidance. 

An important exception to this phase of the moment was, 
however, illustrated in the recent dispute in the cotton industry 
and in the speedy termination of the lock-out there. In the case 
of this great industry the difficulty, although appearing to turn 
upon the refusal of a single o]>erative to undertake an assigned 
task, ijn reality reflected the deliberate view taken by the trade 
union concerned that a freedom to alter, and allocate tasks was 
being claimed by the empk#yers in contravention of an accepted 
agreement. In the event* it was admired that a re-consideration 
and, possibly, a iti-interpreta;ion of certain clauses of this— the 
BrookUands Agreement-won^ reiisonable. For the temporary 
settlement of a dispute that at one, tirfle threatened to be wide- 
spread and lasting, ;hc industry itself and the country at large 
are indebted jiyimarily to ^r. Askwith, of the Board of Trade. 


In tho. South Wales coalfield, where grave disorder and outrage 
still continue (November 25th), and in the North of England^nd 
on the Clyde, where a lock-out of boilermakers in ttic shipbuilding 
trade has been in progress jsinco September 3rd, there ap^ar to 
have 'been the mo*st marked instances of a bl-eakdown of that sense 
of corporate responsibility and accoptanch of obligations .^incurje • 
that are the hall-mark of effective trade.union organisation. 
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The time has hardly come fqr passing judgment on thd occur- 
rences in either district, but as regards both centres of industrial 
dispute recent circumstances appear to make it more .pertinent 
to dra w attention^ to the harm of the sectional and uiiauthorised 
strike w^hich has been common in both industrial fields, and 
the weakness on ^th^ one* hand of control and on the other of 
loyalty that have made those strikes possible, than to examine tho 
circumstances in which the miners have broken awfiy or those 
under whiqh the Edinblirgli Agreement, which w^as being contra- 
vened by sections of the boilermakers, was entered into ; or, again, 
the joint proposals recently formnlaied at York, which have been 
rejected more than once Ijy a ballot of the men. 


The point of moment is, not the episode of this or that agree- 
ment or proposal for adjustment, but the possibility oftdepending 
on the trade union itself, as the instrument by which the collective 
bargain becomes possible. In the shij)binlding trade what looks 
like initial weakness has led to the d(‘ploraI)le result that many 
thousands have sufTered, and are suffering, from the impatience 
and irresponsibility of a. relative ly small number who, as would 
have happened during the secretaryship of Mr. liobcrt Knight, 
should have been punisli^^d according to rule for breaking their 
contract, no matter how strongly convinced they may have been 
of the justice' of their claims. By this nunms, not only would that 
hardening of relationships that must tend to follow from tlu' 
prolonged lock-ont have been avoided, but the way would have 
been prepared for iK'^otiations ni the future nj)on 'a stronger 
foundation than now seems possible. it is under conditions 

that make for stability and assiin'd profits that labour is able 
alw’ays to make its best bargain. 

I 

The Board of Trade chart of unemployment show^s a recent 
movement that is in gcmeral sympathy wath tlie, main trend of 
the past decade. The ^KTcentage of unemployed recorded at the 
end of October is 4*4, and although this figure is much better 
than the corresponding one of a year ago it is disappointing in 
view of the general improvement in trade. A main explanation 

Vhc upwari^ movement of the cnirve is found in the indirect 
dislocation of industry caused by the lock-out irt the shipbuilding 
industi^, to which teferonce has just been made, but the seasonal 
slftckeping in the building trades is also making itself felt. 
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The 4*3rd Trade Union Confess was held this year at Sheffield 
—in September, as dsoal— and was attended, by 496 delegates. 
This was almost the same number as. that of* last year, but the 
members ‘represented, 1,639,853, showed a flight diminution of 
somethjng over 12,000. In all about 2(% per cent, of the total 
nurftber of trade unions wore represented, ^aiid some 70 per cent, 
of the total membership. Mc.-e than a third of the membership 
represented at the Congress was that of the mining and quarrying 
group, and about half was that of this and the textile groups 
combined. Various rosohitions w'ere passed, for the most part on 
"lines made familiar by preceding ('ongrc.=.se6,’ but in some orscs 
explained, either by recent dovedopments, as by a rather hasty 
critical vote on the ne .^ Tjabour Exelianges, ftr by the exigencies 
of the moment, as in the case of a rosolutiue passed by a large 


majority, calling for the Tvstitution of the j)ow'or of making the 
jxditical ^evy withdrawn by the Osborne judgment. 


Thk now-f<iinous judgment to which refcj-once has just been 
made is having a widc'spread elTect — a[>[)amntly upon the consti- 
tution of the Labour Parly itself, and certainly upon general 
politics. In the former connection the important step has been 
taken, poxt hoc, if not propter hoc, by the Ijaboiir Pepresentation 
Committee of abolishing tbo pledge o4 exclusive allegiance' to the 
Labour Party, the enforcement of wliicb had considerable weight 
upon tin: Bench when the Osborne judgment itself was delivered. 
Formally, a greater freedom of action will thus be now possessed 
by all 1 labour members, but the organisation and machinery of a 
distinct party are necessarily wnaffected. ^ 

On. the side of jKilitirs tbe^udgmunt has led to the announce- 
ment by fhe. Premier that some Bill to provide for the payment 
of mimibovs is contemj)lated by the# jxesent Ministry. Mr. 
Asquith has also stated that it is prc^iosed to legalise the trade 
union levy for iwlitical purposes, municipal and parliamentary, 
provided tliaV.he o*pinion^f)f the urtion has been “effectively ascer- 
tained,” ang that there *is no eornpiilsion on any member to 
subscribe. It is ujion the inter-pr'otation and application of these 
two limitations aiming at the protection of minorrties that contro- 


versy is already turmin^ ^ 

The Mansion Horrse on the Dwellings of 

has agreed to join forces with .the Lon^don Council of He^ 
SocieUes, and the two bodies will 

title of “The Mansion House Council on Health and Hdwsmg. 
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The Mansion House Council was founded in 188^, aad for 
many years the Council, with its afifiliafed Committees, undertook 
an unofficial inspection of .the poorer houses in London, the total ‘ 
number of houses inspected being 200,000. Experience has now 
shown that the problcrfis of improving the dwellings of the poor 
and of raising the^ standard of personal hygiene arc so closely 
interwoven that it is best to have a single organisation to deal 
with both subjects. 

The Ass’ociation of Municipal Corporations, at their annual 
meeting on October 7th, dealt with the question of the auditing* 
of municipal acconnts. The Municipal Trading Committee of 
1903 urged the abpndonmo^t of the (‘xisting system of elective 
auditors, and the ap]iointnient of auditors who are members of 
the Institute of Chartered Accountants or of the IncorfK)rated 
Society of Accountants and Auditors. The Association* resolved 
to ask the Government to bring in a Bill to deal with the subject. 

A LARGELY attended Confcrcuce of Labour Organisations was 
held on October 7th at the Memorial Hall, Farringdon Street, 
to discuss the subject of destitution and iiniunployrnent. The 
discussion concentrated itself upon the pro|x>sa!s of ihe Minority 
Eeport of the Poor Law Commission. The Social IF‘.i.nocratic 
Party moved an aniendnuut obji^ctirig to iliv ideas lying behind 
the phrase, **the break-up of the I\x>r Ijaw.’’ The amendment 
w'as opposed by Sir. Sidney Webb and lost. The Conference 
finally passed a resolution supporting the proposals of. the 
Minority Eeport of the Poor Ixnv (Jominission, and calling upon 
the Government to pass a right to work Bill. 

The Towui Tdanning Gonf(*ronce organised by fho Eoyal 
Institutes of British x\rchi<ects, which was opened on October 10th 
at the Eoyal Academy by *Mr. John Burns, w^as the most repre- 
Bontative yet hold in this country. .Nearly 100 corporations and 
district councils afipointe'd delegates, ‘'and the members of the 
Confenuice numbered 1,200. In connection with the f'onference 
an exhibition w^as held, including more than 1 ,000 plans and 
many models illustrating the growth of cities, ancient and 
modern types of town planning, the development of suburbs, 
g^irdbu cities and villages, and ihe laying-out of parks and 
open spaces. * ’ ‘ . 

^ ♦ ir 

" ,]VIr. D. J. Sha(’KLETon, th(i w^ell-known Ijabour leader 
and promoter of the Workers' Educational Association, has been 
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appoi«te(f Senior Labour Adviser at the Homepffice. The Home 
Secretary accompanies the aiihouncement of. this appointment 
with the exf)lanafion that “the continually widening rangS and 
growing complexity of the industrial proble|ris with which the 
Home Office is called upon t(^ deal . . . inquire that the Depart- 
ment s*hall be provicjed with a readier rnaans than exists af 
present of ascertaining and focussing the feeling of workers gener- 
ally on administrative and legislative qu(^:;tioTis which jdTect their 

interests’^ {Thnes, November 12th). . 



Mr. H. O. Mi^redith has he.en apjx^inted Professor of 
Economics at the Quezon’s l>uve"sity of Belf'^sl. One of his 
first duties will le to organise 1hi‘. ntiwly esl^ihlishc^d racuity of 
(Commerce. Mr. Meredith was Ijer.tiirer in Economic History 
at the l'niv(‘rsily of Manchester up to the end of the year 1908. 
He is .well knowui to our reaJeus by liis “History of 
Protection in Fiance” jaid “Ouhuk's oi Economic History” 
reviewu^d in tiie Economic Joirnal by Professor (hide and 
Professor Clapham (vols. xv. and xix.) r^/qx^.ctivoly ; also by an 
article in which the idea of a scientific Ihotection of Infant 
Industries is examined, and by several judicial reviews. 

The University of Berlin, on the occasion of its centenary, 
has confcTn^l an honorary degree on I^rofessor W. J. Ashley. In 
the dijiloina conveying this honour. Professor Ashley is described 
as— among other qualifications — a most subtle critic of German 
literature, the author of a splendid history of British Economy, 
and one^wlio lias published very instructjjve [bonai jru(jis 'plerios] 
books on most important jroblenls of Economic History and 

Commerce. 

• • ' 

In a recent publication, Professor Aghlcy has handled another 
imfioftant problem, the asc(U*tdmmeyt of a change in general 
prices.* Through tfu' medium of a })opular evening paper 
he re’nders the •result • of refined statistical investigations 
accessible to*the classes •that are prac'tically most interested in 
a change in*the cost of living. He finds the rise of prices to be 
a fact ; and he considers that among its causes the immense 
increase in the supplies of gold has played a large part. How 
large a part of the 18 per cent, rise is to be attributed tc^ ti^t 
one cause ” he lefivcs an open question. ^As a means of adjusting 
wages to prices, there is recomnreiided colle^tive^ bargaining prac- 
tised by a well-disciplined and business-like trade unioqjsnl. 
{Evening News, October 3-7, 10, 12.), 



RECENT PERIODICALS AND NEW BOQKS 


The Economic Review. 

October, 1910. The State and Distributive Justice. H. M. 
CoNACHER. Labour in Japan. Rev. J. C. Pringle. Agricul- 
ture, mining, wv-iges, the? coat of living, and the fluctuation of 
eniployinent are among the topics, illuminated by statistics. 
Organised Charities in Oxford. C. Viulet Butler. A clear 
delineation of various charitable agencies, which “will at 
It^ast clear the way for those who hope to improve the world, 
either by intluj‘ncing character or hy changing external coi)- 
ditions.” Municipal Enterprise in Germany. K. II. Tawney. 

The Nineteenth Century. 

September, 1910. Free Trade in its Relaiion to Peace and War. 
liiGiiT lloN. Earl of Cromer. A paper read before the luter- 
national Eree Tiade Congress at Antwerp. The Blight of the 
Land Taxes. NEyvToN-R(>BiNsuN. Poor Law Babies. 

Janet Lane-Olaypon. 

October. The Story of the OsUornr Case. J1 ahold Cox. The 
Ownership of Land. Sir Gilbert Paukkr. The Bitter Cry of 
the Irish Home Worker, Margaret II. Irwin. 

November. The French Strikes. E. Tavernier The Theory of 
American I^roiection.^ Moketun Frewen. 

The Contemporary ^ICriew. 

October, 1910, The Foreign Trade of Great Briiqin and^^Germany. 

November. The Osborne Judgment and Trade Unions. J. K. 
Macdonald, M.P. , 

The Quarterly Review. 

October, 1910. International Finance in Time of War. E.’Cram- 
MOND. Disputing Mr. AngelPs views’ [referred in Economic 
Journal, Yol. XX., p. 274], the writer fears tlui ^>train on our 
credit imposed by a great war. The Position of Trade Unions. 
Harold Cox. “It is now proposed to legalise a new system 
under which certain members, in rotuni for so much a year, 
^^ill sell their votes on all questions.” 

t Tha Edinburgh Review. 

• f 

October, 1910. Our Food* Supplies and Imperial Preference. The 
4iability tp deficiency of local harvests, shown by statistics, 
makes it dangerous to -exclude sources of food supply. 
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The Women^s Industrial News. 

OoTOBEB, 1910. Blind Alley Occupations.* Id. H. Tawnby. To 
prevent the luidruployment and other evils* atjbf^nding such occu- 
pations, it is proposed that the half-tifrie system should be 
abolish'ed, that after a future date, say, Jaiiuary lat, 1914, all 
childtjen must make full-tim 3 attendance ‘up to the age of fifteen, 
"^oung persons of bpth sexes are to.be prohibited from working 
more thaili thirty hours per week, and must attend a Continuation 
School or otherwise continue their education. 

Glare Marlcet Heviaw. 

October, 1910. Theory and Braciice in Emjluh H^p-growing. 

• E. C. Cleveland-Stephens. The ductuatidns of the supply, 
and of the demand too, the (piobable) coniLination of the 
brewers, the c.ompetition of the farmers, residt in a gamble 
which dedies theory. Methods uj InvaVtdily Insurance. H. 
Cliefohu Crook. 


'I^he Quarterly Journal of Economics (Boston). 

August, 1910. The Mann-Elhins Act. F. H. Dixon. The Act of 
1910, amenuuig the Act to regulate comnierce, among other 
improvements, rehab ilitat/<is the “long aiul short haul clause^ ’’ of 
tlie earlier Act, and empoweis the Inter-State Commerce Com- 
niission to suspend prospective changes of railway rates. 
Proposals for Sirengihening the National Banldng System. Tl. 
O. M. VV. Sprague. The series of reforms proposed in this and 
the preceding number are well summarised by the writer, but 
the summarv is not (‘asily abridged.* Compulsory Arbitration in 
New Zealand J. E. Le Koss.gnol, W. D. Stewart The 
future of the system is regarded as still uncertain. Old Age> 
Pension Schemes. F. S. Baldwin. A review of the principal 
types — not very favourable to the British non -contributory 
system - is followed by a programme of legislation for American 

A Raised Index Number fiirf^ieus taring ihe Rise in Prices. J. P^SE 
Norton. A loodified f<trui oUko “ GHjson Uie succeSBor of the 
•' '^—iiidojf tiundKT shows a gn-at gtsioral nse in American 
pricos since 1B97; a temporary fall iy 1907-8, followed by a 
shffh) rise Meihod of Taxing fhe Unearned Increment. Jt. U. 
JoSsoN. An unfaTonrable criticism of Pnofes^r ® 

unfavourable criticism of the land taxation in the English Budget. 

PShtical Science Quarterly (Now York). 

September, 19*10. Marxism v. Socialism^ W 

Restriction of Hours of Women s Labour. G. G. Gkoai. 
interpretation of American law. . 

The Yale Review. 

November, 1 » 10 .* Sick and* Accident InBu<rar,ce f 

O H Jfnnv The Railroad Rate Contr;fiver$y. M. Sakolsku 
?he progrSs of Federal Control of, rates is traced; and the 
adoptton^of the “distance principle .is anticipated. 
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The American Academy of Political Science (Phikdelphia). 

Novembek, 1910. ,‘Thfts number ie devoted to Banking l^roblems. 

Journal des Economistes (Paris). 

August, 1910. * Li probUme de la depopulation. G. diS Mo^inari. 
The decline of po[!>ulation is caused by excess of tax^ation, and 
will not be reraiedied by measures requiring additional ^taxes. 
Mines. Yves (juvot. Objections to proposed legislation. 

Heptember. Le port d' Anvers. Yves Guyot. Le second Congres 
dll lihre-e change. A. Kaffalovich. Lcs iminobdisdtions de 
capitaux et lcs crises cconontiques. Eugene^d’Eichthal. 

OCTOBER/ L'accaparement. G. de ManiNARi. UEiai et Vepargne. 
Yves Guyot. Lcs deux regimes. Henri Lambert. La refornre 
de la loi de 1844 sur lcs brevets d* invention. Fernand Jacq. 

November. La grtrve des chemins de for. Yves Guyot. Le 
caoutchouc au^Bresil. A. d Antiiouard. La revision du systhne 
douanier en Italic. E. Gtsetti. Frere Orban, economiHe et 
financier. R. G. Levy. L'impot sur la plus-value du sol. . . . 
M. Bellom. a review of taxes on the increment of site-value 
in Germany. 

Revue d' Economic Politique (Paris). 

August September, 1910. [jcs forestiers ei le fisc. A. DUGAR90N. 
Le Mouverneni des Cooperatives de Credit vers 18(>3. V. Mohide. 
Thcoric sur le formation de villcs. K. Maunier. 

October, 1910. La monnaie en France au XVIP et an XVIIP 
Siecles. Levasseur. La melhode. du Proudhon. G. Bougle. 
Le Socialisme Municipal en Franco. H. Nezard. line theorie 
negligee {II). A. Landry, A study in Cantillon. 

Revue Economique Internationale (Brussels). 

September, 1910. This number deals with the modern city : the 
giant London, Garden Cities, the city in Germany, the* '‘rural 
city ” of Hungary. » , f 

October, 1910.- This nunibt^r deals largely wuth money and finance. 
Hr. M. Hub show^s bow^ n^;ar the 'Austrian policy of bills of 
exchange approaches to the ideal of cash payments*! Prof. W. 
Lotz inquires how far State aid tends towards communism. 

L' Econcr.nisie Frangais (Paris). 

September 24. Lc reclame. Raphael G. Levy. With reference 
to M. Victor Malaga’s recent voluirje, M. Levy considers the 
use of advertisements, their cost — said to be KlO million francs 
per annum in France and more than ten times as much in the 
United Statens — their influence on price, and other features^ 

October 22. M. IjEROY Beaulieu sees in the “ syndicalists Who 
organised the French railway strike not anarchists; but an anti- 
f social federation of a piece with the Commune of 1871. .The 
demands of the strikers could not have boon satisfied without 
new taxes amounting to 200 million francs.' T4ie tyranny of 
the Syndioats ia to, be resisted by closing* the Paris “Bourse 
du Travail ” and dissolving the “ Conf (^d6ration G^n^rale du 
Travail.” 
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November l9. he Cuje. E. Payen. A study on the production, 
prices and consumption of -coffee, with an (Icceunt of the attempt 
to steady the prtce made by the State of Sao , Paulo. 


Bulletin de VInstitut Solway (Brussels). 

The ^Iway Institut de ^Socioiogie has started this year a monthly 
Bulletin, into y^^hich are transplanted ‘papers from varions 
quarters, bearing on -the object of the Institu^ , e.g., Ancient 
dind* Modern Imperialism by Lord Crommr, hulian Land Tenure 
by Bev. F. Busskld. The inters??, ts of Sociology are not 
limited to **quicquid agunt hominos.** There are* napers on 
Intelligence in Birds, The Origin of Insert Sqcieiirs, and even 
the Genesis of Zero. 


Jahrbilcher fur Nationalokonomie (Jena). 

August, 1910. Dir Zakunjt drr Wirischaftgeschichte. G. 
Brodrjtz. Kartellh ewe gang in Uussland. J. Goldstein. 

Bankraform i'i Aoierika. II. Lie. 

September. Zvr Kniilf de^ Bcichs'^i'ertzuwuchslcuer. K. 

^ An unfavourable criticism of the Bill for imposing an Imperial 
tax on site- value in Germany. 

OcTC'P.E^ Deutschland, Wirischaftliche Zukunft in Krieg und 
Frwden. A. Dix. Gossen und seine Lchre. B. Liefmann. A 
statement of Gossen’s main doctrines, translated from the 
language of mathematics ; in honour of the hundredth anniversary 
of his birth. * 

November. Die Bankenquete und die Depositenfmge. W. Lexis. 

- Btdorring to the inquiry which the eminent writer has described 
in tbe Economic Journal, Vol. XX. 


Jahrbtich fllr GesH^chung •(Lcipsic). 

1910. Heft 3. Die ncucfcIWirt^haftsthcorie in dcr Vereinigten 
■ Staetten. J. Bciiumpeter.^ Dcr VhcrsrhvU an deuUchcn 
Fravrn und ihre H drat sail ssichten. The surplus of women m 
Gei'inany is not at ihe iriamagegble age<; the chances of mam age 
arc bolter than they. seem. H. May^ Ihsmarck und die preus- 
skchUeutHchc Frdlmnddspolitik. O. Schneider. Leihndz als 
Volk^wirt. A. Salz. Jho viewR of the 

morcant)lmt»theory, dorvography, Ac., reward attuition. The e 
are other yite re sting articles. 

Archiv filr Sozialwisscnsclicift (Tubingen). 

SepTEVBEK, 1910. Sicdlnngsfragcn und ' 

Africa. ZuT D.ienstbotenfrago - ‘ VraTnvereine ” 

result of an inquiry conducted oy the aid ot ^ lauenvere 
in several Gemran towns as to the condition of maidservants’ 
their age. birthplace, wages, &c. 

No. 80.— VOL. XX. 


*Y Y 
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Zeitsohri^t fur Volkswert'schaft (Vienna). 

Banid XIX., HefTj iV. and V. This number^, ilicludes a tribute to- 
Leon Walras Dr.* d. Schumpeter; and remarks on -the shift- 
ing of taxation by Prof. Walter Lotz. 

• ff' 

Gichnale degli Economisti^(Rome), 

August, 1910. Tcoria della esportazione deV Capitale, G. del 
Vecchio. Uentropia cconomica elemcniare. E.^Se|jLA. Le 
importe svgV incrementi di valore. B. CRcfzioTTi* Taxes on 
the unSanied increment of capital .value and on that of income 
are considered. 

September. Sul movimento dei rimpatriati dalle Americhe. A. 

. Beneduce. I disasiri de Mezzogiorno, L. A. Caputo. 
Eemedies for the disa^ers caused by the Italian earthquakes 
are suggested. Le imposte sugli incrementi di valore, B. 
Griziotti. 


La Riforma Sociale (Turin). 

Septemeer-October, 1910. This numbel* has for supplement a study 
on “the curve of price commodities in Italy. Index numbei.:*:? 
dealing with exports and imports are constructed. 

Ricisiadi Scienza (Milan). 

June, October, 1910. This periodical, known also as “Bcientia,” 
has taken all knowledge for its province, and accordingly affords 
only a small proportion of its space for papeiB ol economic 
interest. Among such may be noticed in the fourth quarter 
of this year, Lc Socialism by Prof. E. Hignano (one of the 
editors). In the third quarter, Star-Streams , by A. S. Edding- 
ton, deserves notice here on account of the analogy between 
physical problems qf ascertaining a general trend in fhe motion 
of the stars relatively to tl^:i solar system, and the economic 
problem of ascertaining a trend if 4he change of the value of 
money relatively" to commo(lTt.i^.i in general. That the physicists 
now recognise two star-str(*ams sugg(‘.Rt.s a possibility which may 
give pause to the framer of index numbers. 


NEW BOOKS. 

^Ashley (fERCv). ]\Iodem Tariff Industry. Second edition.* 
London: Murray. 1910. Pp. 447. „ 

Baker (C. A.). ^ Rates: Being the Revenue* and Expenditure of 
Boroughs and tlrban District Councils of ten thousand or more Inhabi- 
tants (England and .Wales). Analysed and compared. London : 
King. 4910. Pp. 38. ' ‘2s. 65. net. 
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* Babson (Rogeb W.) Businegs Barometers bsed in Forecasting- 
Trade and Security ' Fnces. Londwi; Effingham Wilson. 1910 
Pp. ooo. .... • 

B^dce -<Sib Chables). The Broad Stone of fenipii-e. Problems 
of Crown Colony Administration. London : Macmillan 1910 
2iVols. • ^ 

[PAsonal e^rienoe has 4ualified the writer to disemssUe problems which con- 
iront a Co^pnial Governar.] ^ 


CoBE^N Club Publications. ]\Iost (Dr. Otto). The Pr'^blem 
of Unernploymeht in Germany. Tyska (Da. CauL von)^ The Policy 
of Dear Food Prices and .Provisions in Englanrl and Germany. 
London: Cassell and Co. 1910. Price one penny eajh. 

^ C:^oziEU (J. Beattie). The Fir^i Principles of Investment. 
Financial Reviev; of Reviews, Pp. 168. 

[A sequel to The Wheel of ^^^ealth reviev^ed in the EcoilbMic Jodbnal ; dtu-linc 
with the geographical distribution of capital.] 

Cunningham (Audrey). British Credit in the Last Napoleonic 
War. With an Appendix containing a reprint of Des finances de 
I’Angleterrti, by H. Lassallo. Cambridge: University Press. 1910. 
P». 146. • 

Guyot (Y.). hbcialistic Fallacies. Lond^'n* King. 1910. 6s. 

Hamilton -Grace (R. S.). Finance end War London : H. Eees. 
1910. 72. 2s. 6d. 

Hardie (J. Keir), AI.P. The Party Pledge and the Osborne 
Judgment. Manchester: National Juabour Press. Pp. 16. 

[“The party, pledge and all, independent, militant and defiant, must be 
legalised." , . . “ No surrender t ”] * 


Hawkins (C. B.). Norwich : a 8ocia] Study. With an Intro- 
diiction by the Dean of Norwich. London: l^ee Warner. 1910. 
Pp. 326. 


HriifeT (F. W.), The Capture and Destruction of Commerce at 
Sea, ana^Taxatioii and Armaments. New York : dissociation for 
International Conciliation. 191(T. ^p.* 31. 

Keith (Theodora). C(Jr]fnej;ciai» Relations oi England and Scot- 
land, 1603-J.707. , With a Preface by W. Cunningham, D.D. 
Cambridge : University Press. 1910. Pp. 210. 

KnoVles (G. W.). Junior Labour Excfhanges. Witji a Preface 
by S. Ji, Chapman. Lofidon: Sherratt. ^ 1910. Pp, 32. 

[The Labour Exchange, says Professor Chapman, can be applied *o ohUdren 
leaving scTi4»ol. Export atlvice at ^hat stage, Mr. Knowles shows, hhght ODviate 
much unemploymdbf. “We maj’ learn much from Germany withotiii slavishly 
copying her system."] i ^ 

Low (A. M,). A Study of the Origin and Growth of the Arnorican 
Tariff System and its Social and Economic Influence. London : 
King! 4910. 3s. 6d. net. • ^ 

Mjlnes (Alfred). From Gild to Factory. A First Short Coi*rs^ 
of Economic History. Second edition, revised. London: Mac- 
donald. . 1910ii» Pp. 84. • ^ 

Pejiris (G. H.).* Hands Across the Sea. Ifeboijr plea for inter 
national peace. Manchester: National Labour Press. Pp. 16.# 

[“ The day of warfare is passing.” . . . “' A war such as in the old days gave one 
'Ide supremacy a)r material advantage is to-day impossible." . . . “With half as 
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large a standing army and^^ig navy at all ^Germany would be safe from attack." . /. 
Any time these last twenty years w^ haa not merely a Two-power, but- a Three- 
powet standard of naval force. . . . Whereas we plead foreign •rivalry, it is we- 
ourselves who provoked and led* the way in this competition." . . . **Gosohen was 
the great plunger of llis day.*’ “Phantoms of a German InvasioSi" a4rm us 
now . . , “Wo badly wanl^ a nationalisation of the large productive industries, 

, so that they may be managed, not competitively for the benefit of a fe^ magnatps 
but co-operatively for tt^e benefit* of the whole natiop."] 
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Hobson, (J. A.). The Industrial System. New and revised 
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[The first edition was reviewed in the Economic Jouenal.] 

Pratt (E. A.). Canals and Traders. London: King. 1910, 
2s. 6d, net. „ * 
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Cambridge : University Press. 1910. Pp. 504. 

Smith (James C.). Legal Tender EsSays. London : Kegaii PaiiS. 
1910. Pp. 285. 


Vrooman (Carl S.). American Railway Problem in the Light 


of European Experience. London : Frowde. Pp. 376. to 
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Wacha (D. E.). a Financial Chapter in the History of Bombay 
City. Bombay: Commercial Press. 1910. Pp. 224. 

Webb (Clarence A.).„ Valuation of Beal Property. Second 
edition, revised and enlarged. London : I.ockwood. 1910. Pp. 322. 


[The first edition was reviewed in the Economic Journal. There is now 
added a chapter dealing with the new land values taxes imposed by the 
Finance Act and the land valuation connected therewith. A copy of “ T’orm IV." 
with some suggestions as to filling it in is one of the useful additions.] 

Whitworth (J. H.). A Practical Guide to Form IV. ^iid Other 
Forms. Loudon : Shermtt. 191^. ' ^ 

[There is comprised a summary of tlie dutiea imposed by Part I. of the Finance 
Act 1909-10.] • r . 
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Wilkins (Mrs. B.). The Small Holdings Controversy: Tenancy 
V. Ownership. London : ^King. 1910. Pp. 23. 2d. 

Wood (George HENRy)» The History of Wages in the Cotton 
Trade during the Last Hundred Years. London : Sherratt, 1910. 
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Wood (Sir Henry Trueman). Indus, trial Englantl in the Middle 
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CoNYNGTON (T.). The IModem Corporation : its mechanism, 
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Ronald Press Co. 1910. Pp. 305. ?2. ^ 

• [?)n the organization and management of business corporations.] • 

Davis ( W. Stearns), The Influence of W^ltfe in Imperial 
Borne. New Yprk : ^^Macpiillan Uo. 1910. Pp.*' 340. 

[The author is Professor of Ancient History in the University of IvtinnesotE.] 
Eaves (Lucile). A’ JBQstory of California Labour Legislation, 
.With an * Introductory Sketch of the Sto Francisco Labour Move- 
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Vneut (University of Galiforjiia publicatioijs ^on Economics)> 
Berkeley: Tfie UBiv^rsity Press. 1930. TWo vole. 

[The absence of “ fraternalism so evident in Bnropean ^labour laws” ap^a<*8 to 
oharacterise^the California legislation. The nxolusidn Of Chinese is a moro special 
feature. The author is iissistant Professor of Practioal Sociology at the University 
of Nebras]^a.] ^ ^ ^ 

Brankel.(Lee K.)#anc[ Jjawson (Miles ji.)'. Working Men's. 
Insurance in Eur<ipe. (Russel Sage Foundation.) New York: 
Chariti/s Publication Co1nmitt( e. 1910. Pp. 477. 

•Jenks W«). GovemmentaL Action* for Social Welfare/ New 
York: Macmillan. 1910. ^Pp. xvi + 220. $1 not. • 

[The^Kennedy lectures for 1907-8 in the'School of Philanthropy of New York.l 
KeLlv (E.). Twentieth Centmy Social! sr^j : What It Is Not; 
What It Is; How It May Come. New York: Longmans. 1910. 
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MoVey (F. L.). Ti ansport^atlon : Some Phases oiita Histoiy and 
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Myer^(G.), History of th^ Great American Fortunes. Vol. III. 
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Plunkett ^Sir II.). The Rural Life Problem of the United 
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Pp. xkrt.74. $1.25 net. 

sArgo (J.). Karl Marx: His Life and Work. New York: 
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Swanson (W. W.). The Establishment of a National Banking 
System. Kingston: Jackson Press. 1910. Pp. 117. 

■ [A doctoral dissertation. Tho writer is Assistant Professor of Political Soionoa 
aC Queen’s University^ Kingston, Canada.] 

Wlhfcox (Delos F.). Great Cities in America. New York : Mab- 
millanr ^o. 1910. Pp. 426. 

Besse (Pierre). La crise el rr^^oliition de ragriciilture en^Angle- 
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F. Alcto. .1910. , Pp. 390. 

Lestrade (Vicomte Combes de). La Vie Internationale. (Biblio^. 
thequc* d’Ecohomie sociale.) Pari^: Lqpoffre. 1910. Pp. 190. 

[The facta postal u^ion, associations of servants, &c.), tho law {e.g^, as to 
marriage, naturalisation, &c.), the spirit (not foderalistic, not fatal to individuality^ ^ 
of international life form*respecti^iely the subjects of three books.] 

Passama f Aul). ForiAes nouvelles de concentration industrielle. 
PariH! Slrey> 1910. Pp. 341. ^ , 

‘ PoinSAhd (L.). Le Portugal inconnu. Etude de sociologie 
prRfiique. Paris : Giard. 1910. 7.50 ff. 

[Condifiona of Portugal, agriculture, industry, commerce, transportation, &o., 
are doscri})ed.| 0 

Bottger (-DrT Hugo). Die Industrie uni der Staat. Tubingen : 
Mohr. 1910. Ppr24L 

Drey (T)r. Paul). Die wirtschaftlichen Grundlagen der Malkuust. 
Stuttgart : Cotta. 1910. Pp, 321. 

[A study orTthe Economics of ^a Pine Art.] 
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und der InduBtriesolsialismus.H Jena: Fischer. ^ 1910. rPp, 244. 

MAyR*(P$OF^Gr4oRcr ,vo5n). und Gliederung der- Staats- 

wisseilschafton. ' Dritte unSg^terbeitete ijnd yermehrte Auflage. 
Tiibingeni Laupp. 1919, Pp. 1^ , ^ 

Mez (Dr. Jori^y). Der' ihtemaflonje^e Postcheokverlrebr. 
Tubingen: Mohr. 1910. Pp. OK ^ 
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Phjlifpow 3^ (E. v;). Dje J^ntwicidung wirtschafts-' 

polittsch^n Ideen.im 19. Jahrhundert.* Tubingen: Mohr. 1910. 
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*< [Six lecjjures relative to industrial liberalism, the conservatives, socialism, social 
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Ook©nomie. ’Zweiter Band. Volkswirtschaftspolitik. Erster Teil. 
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[JThis is the toh edition of the first part of the second volume of tf well -known 
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